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RECESS. 

Mr. SMOOT. Mr. President, I ask unanimous consent that 
the Senate now take a recess until 12 o'clock to-morrow. 

There being no objection, the Senate (at 5 o'clock and 50 
minutes p. m.) took a rece~s until to-morrow, Thursday, Febru­
ary 21, 1924, at 12 o'clock meridian. 

HOUSE OF REPRESENTATIVES. 
WEDNESDAY, February 20, 1924. 

The House met at 12 o'clock noon. 
The Chaplain, Rev. James Shera Montgomery, D. D., offered 

the following prayer: , 

Holy, holy, holy, Lord God Almighty, heaven and earth are 
filled with Thy glory ; glo1~y be to Thy name 0 Lord most high. 
We are before Thee again to consecrate these hours with all 
their responsibilities and provileges to Thee-the Father of all 
light and wisdom. Give eyes to see the light and hearts to 
love the truth. We are conscious that it is possible for us to 
live the fuller life of God. Let Thy hand still lead us on 
with its strength and mercy. 0 purify and give rest from all 
strife the world over untir Thy kingdom shall reach every­
where. In the name of Jesus our Savior. Amen. 

The Journal of the proceedings of yesterday was read and 
approved. 

IMMIGRATION. 

Mr. JOHNSON of Washington. Mr. Speaker, I ask unani­
mous consent to address the House for three minutes. 

The SPEAKER. The gentleman from Washington asks 
unanimous consent to address the House for three minutes. Is 
there objection? . 

There was no objection. 
Mr. JOHNSON of Washington. Mr. Speaker, I desire the 

Members of the House to know that I have received from the 
Secretary_ of State, addressed to me as chairman of the Com­
mittee on Immigration, a letter transmitting a protest from 
the Rumanian Government, through its charg~ d'affaires, 
against pending immigration legislation. I will place the entire 
letter in the RECORD, but I will read one paragaph. After 
charging that the paragraphs in H. R. 6540 are discriminatory, 
the charge d'affaires in a letter to the Secretary -of State 
says: 

Further, it should be considered that the adoption of the census 
of 1890 would not only deeply wound the pride of the Rumanian 
people but also strongly affect their material interes t, inasmuch as 
Rumanian immigrants by their savings increase the amount of stable 
currencies available for commercial and financial purposes in Ru­
mania. This in itself would not fail to have a detrimental effect 
on the chances of Rumania to speedily attain its goal, economic re­
cuperation, an aim which can not be indifferent to any government 
interested in assisting the world to recover from the consequences of 
the World War. 

Mr. Speaker, is not that an astonishing protest? Shall im­
migrants come here for the commercial and financial gain of 
Rumania or any other foreign country? 

I would like to say here and now, l\Ir. Speaker, that these 
astonishing protests of other governments demanding the right 
that they may recuperate at the expense of the people of the 
United States, together with the impudent threat of alien 
blocs here, should result very soon in the passage of an immigra­
tion restriction bill that will really restrict. [Applause.] 

The letter in full is as follows : 
THE RUMANIAN LEGATION, 

1607 Twenty-thira Street, Washington, D. 0. 
The chargi!i d'affaires ad interim of Rumania presents his compli­

ments to the Secretary of State and, acting under instructions from bis 
Government, has the honor to inform him that the bill known as the 
Johnson bill, now pending in Congress, is viewed with much concern by 
the Government of Rumania. While conceding absolutely the un­
doubted right of the United States of .America to limit or even to 
entirely suppress immigration, the Rumanian Government can not but 
be painfully surprised when it contemplates the possibility of a bill 
becoming law t!.le undisguised purpose of which is not only the reduction 
in the total number of admissible immigrants but more particularly the 
practical elimination of immigration from southern and southeastern 
Europe, including Romania. Under the terms of the bill now before 
Congress, which adopts as a basis for the quota the census of 1890, the 
quota of certain countries of northern and northeastern Europe would 
be but slightly modified, whereas the Rumanian quota would be reduced 
to a wholly negligible figure, probably around 10 to 15 per cent of the 
present one. No attempt is even made to justify the selection of the 
cenzus of 1890 as a basis for the immigration qu<>ta. 

The Rumanian Government feels compelled to draw the attention of 
the Secretary of State to the painful impression and the disappointment 
which would be caused in Rumania should the bill above referred ·ro 
become law in its present form, the more so as· the United States of 
.America have always expressed their determined opposition and aversion 
to discriminatory policies. 

Further, it should be considered that the adoption of the census of 
1890 would not only deeply wound the pride of the Rumanian people 
but also strongly affect their material interests, inasmuch as Rumanian 
immigrants by their savings increase the amount of stable currencies 
available for commercial and financial purposes in Rumania. This, in 
turn, would not fail to have a detrimental effect on the chances of 
Rumania to speedily attain its goal-economic recuperation-an aim 
which can not be indifferent to any Government interested in assisting 
the world to recover from the consequences of the World War. 

The Hon. CHARLES EVANS HUGHES, 
Secretary of State, Washington, D. O. 

February 2, 19~4. 

BRIDGE ACROSS THE PEEDEE RIVER, N. C. 
Mr. HAMMER. Mr. Speaker, I ask unanimous consent to take 

from the Speaker's table the bill ( S. 2189) to authorize- the 
building of a bridge across the Peedee River, in North Caro­
lina,. between Anson and Richmond Counties, near the town of 
Pee Dee. · · 

The SPEAKER. Is there objection to the request of the 
gentleman from North Carolina? 

There was no objection. 
Mr. HAl\fl\fER. Mr. Speaker, I ask to amend the Senate bill 

by striking out all after the enacting clause and inserting the 
House bill. 

The SPEAKER. The Clerk will report the Senate bill as 
amended. 

The Clerk read as follows: 
.A bill (S. 2189) to authorize the building of a bridge across the Peedet)· 

River, in North Carolina, between .Anson and Richmond Counties 
near the town of Pee Dee. ' 

Be it enacted, etc., That the consent of Congress is hereby granted 
to the State Highway Department of North Carolina and its successors 
and assigns, to construct, maintain, and operate a bridge and approaches 
thereto across the Peedee River at a point suitable to the interests of 
navigation, at or near the town of Pee Dee, between the counties of 
Anson and Richmond, in the State of North Carolina, in ac.cordance 
with the provision of the act entitled ".An act to regulate the co;1struc­
tion of bridges over navigable waters," approved March 23, 190G. 

SEC. 2. That the right to alter, amend, or repeal this act is hereby 
expressly reserved. 

The SPEAKER. The question is on the amendment. 
The amendment was agreed to. 
The bill was ordered to be read a third time, was read the 

third time, and passed. 
The title was amended. 
On motion of Mr. HAMMER, a motion to reconsider the vote 

whereby the bill was passed was laid on the table. 
The House bill H. R. 6717 was laid on the table. 

LEA VE TO ADDRESS THE HOUSE. 

Mr. ANDREW. 1\Ir. Speaker, I ask unanimous consent to 
address the House for five minutes. 

The SPEAKER. The gentleman from Massachusetts asks 
unanimous consent to address the House for five minutes. Is 
there objection? 

l\fr. GREEN of Iowa. l\fr. Speaker, I am sorry, but I 
shall have to object. The matter that the gentleman wishes 
to speak about can be discussed under the five-minute rule. 

l\Ir. ANDREW. It amounts to the same thing, does it not? 
l\fr. •GREEN of Iowa. No; it does not, because if we allow 

the gentleman to address the House we will have to allow 
others. 

THE REVENUE BILL. 

Mr. GREEN of Iowa. Mr. Speaker, I move that the Rouse 
resolve itself into Committee of the Whole House on the state 
of the Union for the further consideration of the bill ( H. R: 
6715) to reduce and equalize taxation, to provide revenue, and 
for other purposes. 

The motion was agreed to. 
Accordingly the House resolved itself into Committee of the 

Whole House on the state of the Union, with Mr. GRAHAM of 
Illinois in the chair. 

l\fr. GREEN of Iowa. A parl~entary inquiry, Mr. Chair­
man. 

The OHAIR1\1AN. The gentleman will state it. 
Mr. GREEN of Iowa. On yesterday evening w,e had read 

through to line 9, page 26. I am not sure that I correctly 
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understand the Chair's ruling. Is it in order now to offer 
amendments to paragraph 8 or wait until it ls read through? 

The CHAIRMAN. As the Chair understands it, the par:a­
graphs in this bill are designated by letters, and in these para­
graphs . are subparagraphs or subsections, and unless I am 
otherwise directed by the committee, the Chair will ask in each 
case the paragraph be read before amendments are offered. AB 
I understand, the amendments to paragraph (a) are 1n order. 

Mr. OLDFIELD. l\Ir. Chairman, a parliamentary inquiry. 
I got unanimous consent a few days ago to offer an amend­
ment striking out the e{ltire section 208. That goes as far as 
line 21, page 27. Am I compelled to offer the amendment now, 
or shall I offer it to strike out section 8 down to and includ­
ing 9, page 26, after it is read; then when the rest of the 
paragraph is read to offer an amendment to strike out the 
balance? 

l\Ir. GREEN of Iowa. Under the unanimous-consent agree­
ment the gentleman would ham the right to. wait until the 
whole section is read and then offer the amendment to strike 
it out. 

The CHAIRMAN. The Chair was about to state that the 
gentleman from Arkansas will be recognized to move to strike 
out the entire section after it is read. 

1\fr. LONGWORTH. In the meantime, however, it is in 
order to offer amendments perfecting paragraphs as we go 
along. 

The CHAIRMA..l'l. Yes. Any perfecting amendments are 1n 
order as we read the respective paragraphs. 

Mr. TILSON. Mr. Chairman, before leaving that point, it ls 
now under tood that the lettering shall determlne the para­
graphs, and the subparagraphs under the letters which are 
Indicated by figures wlll not be considered as paragraphs. 

The CHAIRl\IAN. That is the interpretation of the Chair. 
The Chair thinks that will be conducive to expedition in the 
matter and that it is a reasopable construction. . 

Mr. TILSON. I think myself, that is a better way tban to 
attempt to divide it up into the small subparagraphs, which are 
not complete ·entences. 

1\lr. GREEN of Iowa. l\lr. Chairman. I offer the following 
committee amendment, which I send to the desk. 

The Clerk read as follows : 
Committee amendment offered by Mr. G.nwm of Iowa : On page 26, 

line 6, strike out " for profit or investment." 

l\Ir. GREEN of Iowa. Mr. Chairman, tbls is a perfecting 
amendment. The committee has previously agreed that if any 
property was entitled· to the benefit of the capital-gain section 
it would be dwelling-house property, but, under the language of 
the provision as it stands, , if a dwelling house were sold, it 
would have to pay the ordinary tax, in some instances a higher 
rate than otber property. These words " for profit or inve t­
ment," have practically no effect except that under the ·rulings 
of the department as they stand now they would exclude dwell­
ing hou es, which it was not the intention Qf the committee to 
haYe excluded, if the ca:nital-gain section stood. 

The CHAIRMAN. The question is on agreeing to the com­
mittee amendment. 

The committee amendment was agreed to. 
Mr. GREEN of Iowa. 1\1.r. Chairman, I offer the following 

committee perfecting amendment. which I send to the desk. 
The Clerk read as follows : 
Amendment by Mr. GREEN of Iowa: Page 26, line 9, after the word 

"property," strike out the remainder of the line and insert in lieu 
thereof the following: " of a kind which would properly be included in 
the inventory of the taxpayer if on hand at the close of the taxable 
year, or property held by the t:tXpayer primarily for sale in the course 
of his trade or business." 

l\lr. GREEN of Iowa. · l\Ir. Chairman, the object of this was 
to expand a little further the words " stock in trade," as they 
might possibly be construed to mean just the stock that the 
merchant or other party happened to hold in his business house 
at the time, the idea of the committee being that the definition 
of "capital a sets" hould exclude not only what wa in the 
business hon e at the time but goods in the proces of manufac­
ture and other articles that eventually would become a part of 
the stock and were held for that purpose, and, therefore, would 
have to be included in the inventory. 

The CHAIRl\fAN. The que tion is on agreeing to the cotn-
mittee amendment · 

The commi.ttee amendment was agreed to. 
Mr. GARNER of Te~as. l\Ir. Chairrnan, I off'.~r the fQllow­

ing amendment, which I send to the desk and ask to nave 
read. 

The Clerk read as .follows.: 

Amendment offered by Mr. GARNmR of Texas : At the end of the 
amendment just adopted by the committee insert "or· stock received 
as a stock dividend by the taxparer or by the donor if the taxpayE1t 
aeqn.ired the stock by gift." 

The CHAIRMAN. Without objection, paragraph (8) will b~ 
read by tbe Clerk with this ·included to show its connection. 

Mr. GARNER of Texas. I am very glad to have that done. 
The Clerk read as follows : 
(8) The term "capital assets" means property held by the taxpayer 

for more than two years (whether or not connected with his trade oi­
business), stock in trade of the taxpayer or other property of a ld,.nd 
which would properly be included in the inventory of the taxpayer if 
on hand at the close of the taxable year, or property held by tbe tax­
payer and primarily for sale in the course of hi.s trade or business, 
or stock received as a stock dividend by t.lle taxpayer or by the donor. 
it the taxpayer acquired the stock by gift. 

Mr. GARNER of Texas. Mr. Chairman and gentlemen of tha 
committee, the object of this amendment ls to tax stock divi­
dends in the hand of those who own them for a while and 
sell them after a few years of ownership at whatever bracket 
they may appear in rather than the i2i per cent. 

Mr. DLA...l\l'TON. l\Ir. Chairman, will the gentleman yield? 
Mr. GARNER of Texas. Yes. 
Mr. BLANTON. I am in favor of the gentleman's amend· 

ment, but if he will examine it l think he will discover that 
where he has placed it, irt excepts the property from taxation; 
in fact, does just the opposite of what the gentleman desires. 

l\Ir. GARNER of Texas. Mr • . Chairman, I will say to the 
gentleman from Texas that I have implicit confidence in the 
experts, and they are the ones who told me where to put this 
amendment. I will say to the gentleman again that if he had, 
served on the committee as long as I have and knew the tech· 
nique of this tax business he would find that the placing of a 
comma, a semicolon, an " or " .Ql' an " and " sometimes makes a 
tremendous difference, and I am perfec.tly willing to trust Mr._ 
Beaman's judgment on this matter. 

1\Ir. BLANTON. I call attention to t?-is language: · 
But does not include stock in trade or-

And so forth. 
1\1.r. GARNER of Texas. That is what we want. We do not 

want it to be included in the capitar assets. If it is included in 
the capital asset , it would bear 12! per cent. If it is not, it 
may go as high as 50 per cent under the rates 1n this bill. 

l\Ir. RAINEY. l\1r. Chairman, may I suggest to the gentleman 
that his. amendment ought to be this: 

At the end of ihe last committee amendment strike out the p.eriodp 
insert a comma, and the following words : 

Mr. GARNER of Texas. Well, I th.ink that probably would be 
all right. I did not undertake to anange the punctuation. 
Strike out the period and put in a comma. 

Now, let me see if I can get you gentlemen to understand it . 
and say if you want to adopt it or not. The experts from the 
Treasury Department have done a splendid work in this par­
ticular, in trying to protect the Government in the sale of these 
stock dividends and other stock manipulations by stopping up 
all the holes they can. But in stopping up this particular hole 
they catch the stock dividend only when it is sold by the party; 
having the ownership by 12! per cent, whereas if you put thi~ 
in under too definition of " capital assets " you will subject · 10 
to wh.atever bracket it cOIDes in when the man has got it. 

Now, tbe only objection made to it by the Treasury Depart.; 
ment was that you could accomplish the ame thing by the re­
organization of the corporation. I do not know whether that is 
true or not, but I say this in spite of that, that I would rather 
force the corporation to reorganize than to openly give the 
owner of the stock dividend the 12! per cent rate on the stock'. 
dividend. That is· all you do give him. 

l\1r. LONG WORTH. l\lr. Chairman., will the gentleman yield? 
Mr. GARJ\~R of Texa. Yes. · 
Mr. LONGWORTH. This. applies only to stock dividends 

after they are sold, not when they are in tb.e owner's hands. 
l\Ir. GARl\"ER of Tex:as. No; after tbey were sold or after 

two years' ownership. . 
l\Ir. CHINDBLO.l\l. Mr. Chairman, wiU the gentleman yield? 
l\lr. GARNER of Te'xa. Yes. 
Mr. CHil\"DBLOM. The effect will be, will it not, to place 

tock dividends on a different basis from other capital gains~ 
Mr. GARNER of Te.'\'.:aS. Yes. I wa11t to place them · on a 

different basis. I U1in.k they ought to be taxed originally as 
if mone~ had been paid. I merely called this to the attentio11 
Qf. t_he c~ittee for the purp()Se Qf letting you p~ on ~he 
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question of whether you want stock dividends placed in the 
class where they can bear the rate of taxation which they 
would bear if they had been owned by the original man in a 
higher bracket than 121 per cent. Outside of that I have 
no interest in the matter. 

l\1r. MILLS. Mr. Chairman, the amendment proposed by 
the gentleman from Texas [Mr. GARNER] . is nothing but an 
ineffective gesture directed against stock dividends. And let 
me show you why. Assuming that a corporation is capitalized 
at $100,000 and bas a surplus of $150,000, and it desires to 
increase its capital stock, it has two methods of doing so. open 
to it. The first is to issue stock dividends to the extent of 
$50,000, in which event the gentleman from Texas proposes 
to tax the owner of that stock dividend when he sells it at 
a profit, not at the 12! per cent rate applicable to the case of 
profits derived from the sale of capital assets but at the sur­
tax rate. The corporation, however, can with equal facility 
simply reorganize on the basis of $150,000, issue new stock to 
lts stockholders, and then the stockholders, if they sell that 
Dew stock at a pro.fit, will be taxed at the 12! per cent rate 
and" not at the rate suggested by the gentleman from Texas. 
In other words, the amendment will accomplish nothing what­
soever in the way of increasing revenue or in the way of 
reaching the stock dividends at which it is aimed. 

:Moreover, let me point out to you, gentlemen, that there is 
an injustice involved here. Assuming that a corporation is capi­
talized at $100,000, that it has a surplus of $50,000, or total 
assets of $150,000, and assume that all other factors--and by 
that I mean profits--are equal, the original stock which was 
issued at par would be worth $150. If the stockholder sells 
that original stock worth $150, which cost him $50, why 
under the law, even as amended by rn·y friend from Texas, 
he would be ta~ed 12! per cent on the $50. If, however, that 
corporation in its desire to increase its capitalization should 
issue a stock dividend based on the surplus of $50,000, then 
if the owner of the capital stock sells that stock for $50 he 
would be taxed not at the 12! per cent but at the s11rtax 
rate. The situation is in no wise different. At all times he 
owned $150 worth of stock. He owned it before the declara­
tion of a stock dividend and he owned it afterwards. If he 
sold his stock for $150 before the declarati<m of the stock 
dividend you tax the sale at 12! per cent. If the stock divi­
dend is declared and he sells the stock, you tax the profits 
on the sale at the surtax rate provided. 

Mr. JONES. Mr. Chairman, will the gentleman yield? 
Mr. MILLS. Yes. 
l\.fr. JONES. If the majority who control the corporation 

happened to be men of small means they would not be sub­
ject to the surtax rate and it might be that they would not 
reorganize in order to save taxation just for one man, or a 
few wealthy men who might be interested in the corporation, 
and therefore the Garner amendment might accomplish some­
thing in that event, might it not? 

l\Ir. MILLS. No. The Garner amendment would accomplish 
nothing in either event. · · 

Mr. JONES. I am afraid I did not make myself clear. Sup­
pose in the $100,000 corporation just mentioned a majority of 
those would be men to whom a 12! stock tax would be 
greater than their surtax. Therefore they would not want the 
corporation to be reorganized. But there might be a man or 
two in the corporation whose surtax would be greater. There­
fore they might say, "We will not reorganize. We will simply 
issue extra stock and let the men sell it if they want to." 

Mr. MILLS. The trouble is that the gentleman thinks this 
whole tax applies at the time the corporation reorganizes or 
the stock is issued. It applies at the time the man sells his 
stock. 

Mr. JONES. No; I think it would apply in the event of a 
sale. 

The CHAIRMA..."N". The time of the gentleman from New 
York bas expired. 

Mr. MILLS. Mr. Chairman, may I have three minutes 
more? 

The CHAIRMAN. The gentleman from New York asks 
unanimous consent for three minutes more. Is there objec­
tion? 

There was no objection. 
Mr. MILLS. There is an additional objection to this propo­

sition. I takeit that it is aimed at the holders of stock divi­
dends which have been issued in large quantities in the course 
of the last three years. If you adopt the amendment sug­
gested by the gentleman from Texas this situation arises: The 
owners of these stock dividends, who disposed of them prior 
to the passage of this act, will be taxed 12! per cent, while 
the owners of tbe stock dividends, who dispose of them after 

the passage of this act, will be taxed at the higher rate. So 
I say the amendment is objectionable; first, because it is 
wholly ineffective, for by going through a process of reor­
ganization, which is just as simple, Jet me say, as the issuance 
of a stock dividend, it can be totally avoided; in the second 
place it discriminates, without l}ny logic or reason, between the 
owner of stock in a corporation which bas a surplus and which 
bas not declared a stock dividend and the owner of stock 
in a corporation which has a surplus and has declared a stock 
dividend; and, in the third place, it discriminates, without 
reason or logic, between the owners of stock dividends who 
dispose of their stock dividends prior to the passage of this 
act and those who dispose of their stock dividends after its 
passage. 

Mr. CHINDBLOl\I. Will the gentleman yield? 
Mr. MILLS. Yes. 
Mr. CHINDBLOM. In addition to that it discriminates be­

tween earnings obtained from capital stock and earnings ob­
tained from other sources; I mean capital earnings obtained 
from other sources. 

Mr. MILLS. Oh, yes; the gentleman is quite correct. The 
surplus of a corporation does not necessarily come from ac­
cumulated profits; a large part of it may be due to the accre­
tion in value of capital assets and to the extent that the surplus 
represents the accretion in the capital value of its assets; then 
we discriminate against that corporation by taking away from 
its stockholders the benefits of the capital-assets provision of 
the bill. 

l\:Ir. CELLER. Will the gentleman y1eld? 
l\Ir. MILLS. Yes. 
l\Ir. CELLER. If it were constitutional· to do so, would the 

gentleman be in favor of a tax on stock dividends? 
l\fr. l\1ILLS. I do not want to go into that whole question, 

which is Yel'y difficult. I am one of those who agree with the 
majority of the Supreme Court that the issuance of a stock 
div~dend does not in any way alter the value of the ownership 
wh.~h a stockholder has in the assets of a corporation. 

The CHAIRMAN. The time of the gentleman has expired. 
The gentleman from Illinois [Mr. RAINEY] is recognized. 

Mr. RAINEY. l\lr. Chairman, this is an exceedingly impor­
tant amendment. It will yield more revenue, if it is adopted, 
than the automobile taxing sections of this bill. If this amend­
ment is adopted we can, without decreasing the revenues, strike 
out these automobile taxes anq, perhaps, some more of the 
nuisance taxes in this bill. 

I am one of those who agree with the gentleman from New 
York [Mr. MILLS], who has just taken his seat; I agree that 
the decision of the Supreme Court which declared these stock 
dividends not taxable under the income tax amendment, al­
though it was a five to four decision, will not be reversed under 
the law as it stands now. I do not think a distribution of stock 
is a distribution of income. 

The amendment submitted yesterday by my colleague [Mr. 
GARNER], and which was defeated yesterday before adjourn­
ment, would simply again put up to the Supreme Court of the 
United States the claue in the revenue laws it has declared 
unconstitutional, and if the Supreme Court of the United States 
should hold again, in the event that . amendment had been in­
corporated in the bill, as it held in 1920, that amendment would 
have been absolutely unavailing, and I believe the Supreme 
Court would stand by that decision. 

But we must reach, if we can, these stock dividends and the 
profits which go with them. At the present time the recipients 
of stock dividends can hold them for two years and then dis­
pose of them and account not in the surtax rates but account 
for them at 12i per cent in their income-tax returns as if theY: 
were making an investment. ' 

Now, I want to call the attention of the committee to the 
history of stock dividends, the recent history. In the original in­
come-tax bill we placed a clause taxing stock dividends 10 per 
cent; I think that was the amount, and stock dividends were 
taxed until March 15, 1920, when the Supreme Court by a 
5 to 4 decision held that a distribution of stock was not a 
distribution of money at all, and therefore it did not come 
within the income-tax amendment to the Constitution of the 
United States. .After that decision of the Supreme Court there 
commenced a series of stock distributions. From that time and 
until May 21, 1920, $475,000,000 worth of stock was distributed 
as stock dividends. After that date, in May, stock dividends 
stopped, and I want to tell you why they stopped. The sol­
diers' adjusted compensation bill in the Sixty-sixth Congress 
made its appearance from the committee on that date, and the 
original soldiers' adjusted compensation bill, as reported by the 
committee, contained a clause which I succeeded in getting in 
myself, but which I did not draw. _It was drawn by the chair-
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man of tbe committee, the gentleman from Iowa [Mr. GREEN]. 
It went iu the bill; it taxed corporations on the privilege of 
m~Idng stock dh·idends; it required that that tax revert to 
tl1e date of the decision of the Supreme Court which destt·oyed 
the tax on stock dividends, and, of course, under the decisions of 
the Supreme Court an income tax of this character can be 
made to re\ert, and we could make this tax revert, and we 
did. From that time on and until the soldiers' adjusted com­
pen ation bill of the Sl::rty-si:rth Congress was killed in the Sen­
ate, after the presidential election of that year, there were no 
stock dindends. 'rhere was a majority for the party now in 
power of 7,000,000 in the national election of that year, and the 
selection of Secretary l\Iellon as Secretary of the Treasury, and 
the apparent fact that the party of Mr. Mellon was strongly 
intrenched in power, and perhaps, the danger that it would not 
always remain intrenched in power led to a resumption of stock 
diYidends. 

The CHAIRMAN. The time of the gentleman has expired. 
l\fr. RAI~"EY. I ask unanimous consent to proceed for five 

minutes more. 
The CHAIR:\llN. The gentleman :from Illinois asks unani­

mous consent to proceed for five additional minutes. Is there 
objection? 

There was no objection. 
Mr. RAINEY. And in the year 1922 there was a perfect 

flood of stock di'\,idends. The stock dividends distributed in 
1922 amounted to o-ver $2,100,000,000, and the Gulf Oil Co., 
which is Secretary l\lellon's company, led in those stock distribu­
tions. The Gulf Oil Co. led the movement with a 200 per cent 
stock distribution. I am indebted to the industry of the gen­
tleman :from Wisconsin [Mr. 1"1:EAR], and the country is indebted 
to his industry for many things now, for the following interest­
ing fact: 

According to the gentleman from Wisconsin [l\Ir. FREAR], 
after this 200 per cent stock distribution made by l\1r. Mellon's 
company, the stock in the Gulf 011 Co. increased in value from 
$400 to $800 per share. A stock distribution of 200 per cent re­
sulted in an increased value in this case to all the stock in Mr. 
Mellon's Gulf Oil Co. ; and it is the same oil company which is 
now operating in Mexican fields. 

Now, if, as the gentleman from New York [Mr. Mn.Ls] says, 
this amendment is a mere gesture, it can not hurt any of these 
corporations and none of them will be called upon to disgorge 
any of their illicit gains on account of these stock distributions; 
but if it is not, if it is more than a gesture, then it accomplishes 
something. 

Under the law as 1t stands now and under this section of the 
bill as it has now been made by the committee amendments, 
you can hold stock obtained in a stock distribution for two 
years. If you sell it prior to the expiration of two years, you 
must account for your profits on that stock received as a dis­
tribution in the surtax rates. 

But if you sell it after the expiration of two years, then you 
can reo-ard it as an investment in your income-tax return and 
account for it only in the 12! per cent rates. The object of this 
amendment is to take it out of the capitn.1-assets clause, so that 
i:f it is disposed of after two years the recipient of the cash will 
be required to account for just as much taxes in the high sur­
tax rates as he would now if he sells his stock within two 
years. The only 1·ea on that exists for these stock distribu­
tions is that the recipient can hold them under the law as it 
now stands for two years and then dispose of them and account 
for them at 12! per cent when he makes up his tax schedule. 
lf he sells within the two years, he must account for them in 
the surtax rates, and that makes it possible for these large 
stockholders in the great corporations of this country to escape 
accounting for a large share of their profits in the income-tax 
rates. 

Why, Secretary Mellon does not pay any normal tax at all. 
There are six men in the United States who pay no normal tax. 
They are the six men whose incomes are $3,000,000 or more than 
that. They have invested all their earnings in corporations, so 
that they are not required to pay any normal income tax at all. 
trhe e six men are the greatest tax dodgers the world has yet 
produced. 

The OHAIRl\IA...~. The time of the gentleman from I1linois 
has expired. 

l\1r. RAINEY. May I have five minutes more, Mr. Chairman?· 
l\Ir. GREEN of Iowa. Could the gentleman get along with 

three minutes? 
l\fr. RAINEY. Yes; three minutes will be sufficient. 
The CHAIR1\1AN. The gentleman from Illinois asks unani­

mous consent to proceed for three additional minutes. Is there 
objection? [After a pause.] The Chair hears none. 

Mr. RAINEY. This amendment, as the gentleman from New 
York states, if It is effective, .will reach tho e who have not 
yet disposed of the $2,100,000,000 worth of stock diVidends they 
received in 1922, following the leadership of Mr. Mellon in that 
year. Of course, it will reach them. 

That is what it is intended to do, and it will reach them 
if the stock is sold after the adoption of this amendment i and 
if they have sold that stock before this amendment is adopted, 
they have already accounted for it in the surtax rates, pro­
vided they sold it within two years after the distribution was 
made. 

l\!r. MILLS. Will the gentleman yield for a question? 
l\Ir. RAINEY. Yes. 
Mr. MILLS. What is to stop any man who owns one of 

these stock dividends, if this section is adopted in the House, 
from selling it to-morrow and buying it back the next day and 
so stepping out from under the section? 

Mr. RAINEY. I do not think that can be done. I think 
if this amendment is adopted, from the moment it becomes the 
law, the recipient of a stock distribution who sells it will 
account in the surtax rates. It may be, as the gentleman 
suggests, that they could sell now before the bill becomes a 
law, but they could not sell now and escape anything if they 
received that stock dividend within the last two years. If 
they received 1t in 1922 and sold it now, the two yeal"d not 
having yet expired, they would account for that sale as profits 
in the high surtax rates. [Applause.] 

The CHA.IRl\1AN. The time of the gentleman bas r.gain 
expired. 

l\Ir. JONES. l\Ir. Chairman, I ask for recognition. 
The CH.AIRl\f.A.N. The gentlernarr from Texas is recognized. 
Mr. JO::NES. l\1r. Chairman, I just want to say a word with 

reference to the illustration which the gentleman from New 
York gave about the corporation Which has $100,000 of stock. 
in which he said that if this amendment were adopted they 
could reorganize if they wanted to issue a $50,000 stock 
dividend, and instead issue $150,000 of new stock to take the 
place of the old stock, and each owner would get his :share 
and at the end of two years, if any holder sold it, he would 
only be taxed on the 12! per cent basis. The vice in the 
gentleman's illustration is twofold. In the first place, he 
a sumes that all corporations, some of which hold valuable 
franchises which could not be transferred, could reorganize, 
and in the second place, he as umes that all of those who own 
the $100,000 corporation, or a majority of them, will be subject 
to the surtaxes to such an extent as to make it to their in­
terest to reorganize. 

To show you a case in which the amendment would apply, 
let us assume that in this $100,000 corporation there are 60 
men who own. $1,000 worth of tock each, and one man who 
owns $40,000 worth of stock. The Garner amendment is 
adopted. Let us take each illustration--one in which the cor­
poration does not reorganize but issues a $50,000 stock dividend, 
and the other one in which the corporation undertakes to 
reorganize and issue $90,000 to the group of men who owned 
$1,000 each, and issue to the other man $60,000 in Heu of the 
old stock held by them respectively. At the end of two ~ea.rs 
they all undertake to sell their stock. If they reorganize 
each one would have to pay the 12! per cent, or in the alterna­
tive pay under the surtax provisions. The small man would 
probably choose the regular income rates, and the wealthy man 
would choose the 12! per cent rate; whereas if they went 
ahead under the old plan and simply issued their stock divi­
dends and sold them at the end of two years, the wealthy 
man would have to pay under the surtax rates. In other 
words, he would have the surtax to pay, and I say that the 
60 men who control the corporation would not reorganize but 
would go ahead and declare their stock dividend and let the 
wealthy man pay under the surtax rate . 

Mr. MILLS. Will the gentleman yield? 
l\fr. JONES. Yes; I yield. 
Mr. MILLS. I think the gentleman is unaware of the fart 

that the capital assets provision is optional and that a tax­
payer only comes under it if he elects to come under it. So 
that the gentleman must understand that in o far as capital 
as. ets are concerned wben held by a small taxpayer, he would 
elect to be taxed not under that provi ion, but unde1· his own 
rates. of taxation. .... 

Mr. JONES. Very true, ·but if the Garner amendment were 
adopted and the corporaticln did not reorganize, then the man 
who owned the $40,000 worth of stock, which he sold o.t the 
end of two yen.rs, would come under the surtax. 

1\Ir. :MILLS. Yes; the Garner amendment might have the 
effect of depriving the small stockholder of his option. 
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Mr. JONES. No; it would not deprive the sma.Il stockholder 

of his option, because be would not be taxed, but it would 
deprive the big stockholder of a means of escaping taxes. 
The man who had on1y $1,500 worth of stock and sold it at fhe 
end of two years, if he had no other income, would not be taxed 
at all under the Garner amendment. Also, if at the end of 
two years, the man who owned the $40,000 worth of stock 
undertook to sell it, under the Garner amendment he would be 
subject to the surtax, and he would not have the choice, if 
the coqwration did not reorganize, would he? 

~fr. MILLS. It deprives him of his choice, in any event. 
Mr. JONES. You do not mean to say tbaf if the Garner 

amendment were adopted and the corporation did not reorgan­
ize but simply went ahead and issued stock dividends, and the 
man worth the $40,000 worth of stock at the end of two years 
undertook to sell it, he would have his choice, if the Garner 
amendment applied? 

l\!r. !ULLS. He would not come under the capital-assets 
PTO ·ision. 

Mr . .J0..1.ffiS. No; but he would come under the surtax. 
Ur. MILLS. He would not come under the capital-assets 

provision and therefore I say--
Mr. JONES. And he would have more than 12} per cent 

to pay in that event. , 
1\k. MILLS. Therefore I say that what Mr. G~NEB's amend­

ment does is to deprive him of his option. 
Mr. JONES. Yes; and nny corporation that is controlled by 

men who would pay m<>re under the 12t per cent capital rate 
than under the surtax rate would refuse to reorganize. 

The CHAIRMAN. The time of the gentleman from Texas 
has expired. 

Mr. l\IILLS. Mr. Chairman, I ask that the gentleman be 
given two minutes more. 

The CHAIRMAN. Is there objection to the request .of the 
gentleman from New York? 

There was no objection. 
l\Ir. MILLS. Is the gentleman from Te:x::as under the im­

pression that under the Garner amendment the full amount of 
stock dividends could be taxed? 

Mr . .JO:NES. No; only the amount of the profit. If a man 
h-::1.d a lot of other p1·operty, the surtax might amount to more 
than 12 { per cent. 

lli. l\.L.~S. The gentleman realizes that there might be no 
property? 

l\Ir. JO ifES. Then he would oot be affected in any way. In 
the event there was a profit under the Garner amend.men.t, if 
the man h-ad a large income, he would be taxed at the surtax 
rate. At the present time be could have an option of 12! per 
cent or the surtax rate. 

Mr. SEARS of Florida. Will the gentleman yield? 
Mr. JONES. Yes. 
Mr. SEARS of Florida. My colleague said, aecording to the 

statement of the gentleman from New York, they would reor­
gani1~ and iRsue additional stock. 

l\Ir. JONES. Ye.,. 
Mr. SEARS of Florida. People for years have elieved that 

they evaded the tax in that way, and now the g~ntleman from 
New York confirms· what ·we believe. 

lir . .TONE:S. Of course, :Mr. Mn.Ls assumes that all corpora­
tion will reorganize in order to enable some of their wealthy 
stockholders to dodge taxes. As a matter of fact, some of them 
would not and others could not afford to go to that expense, to 
say nothing of the danger of the loss of some of their rights in 
:franchises or other concessions. If this amendment is a mere 
gesture, why is the gentleman from New York o frantie in his 
oppositio to it? 

l\1r. GRVEN of Iowa. l\Ir. Chairman, I move that all debate 
on this aL..~>JJdmcnt and all amendments thereto be now closed. 
Tbis motion not to affect the nnanim-0us-consent agreement in 
reference to the amendment to be offered by the gentleman from 
Arkansas [l\lr. OLDFIELD]. 

The CHAIBMAN. The question is on the motion of the gen­
tleman from Iowa that all debate on this amendment and amend­
ments thereto be now elosed. 

The question was taken, and th-e motion was agreed to. 
The CHAIRMAN. The Clerk will continue the reading of the 

bill 
The Clerk read as follows: 

(b) In the case of any taxpayer (other than a eorporatfon) who for 
any taxable year derive a capital net gain, there shall (a.t the election 
of the taxpayer) be levied, collected, 11.nd paid, in lieu of the tax,eB Jm­
posed by sections 210 and 211 of this title, a tax determined as follows: 

A partial tax shall first be c-0mputed upon the basis or tlle ordinary 
net income at the rates and In the manner p1·ovided in sections 210 and 
211, and the total tax shall be this amount plus 12~ per cent of the 
ca.pltaJ net gain. 

(c) In the case of any taxpayer (other than a corporatfan) who for 
any taxable year sustains a capital net loss, there shall be levied, col­
lected, and paid, in lieu of the taxes imposed by sections 210 and 211 o.f 
this title, a tax determined as follows : 

A partial tu shall first be computed upon the bas1s of the ordinary net 
income at the rates and in the manner provided in sections 210 and 211, 
and the total tax shall be this amount minus 12~ per cent ot the capi· 
tal net los<s; but Jn no case shall tbe tax undoer this subdivision be less 
than the taxes imposed by sections 210 and 211 computed without regard 
to the provisions of thiS' section. 

The CHAIRMAN. The question is. on the amendment offered 
by the gentleman from Texas [Ur. GABNEB]. 

Mr. HUDSPETH. Mr. Chairman, may we have the amend­
ment again reported? 

The Clerk again reported the amendment, as follows: 

At the end of the committee amendment adopted, in llne 9, page 6, 
strike out the period, insert a comma, and the following: "or stock 
reeelved as a stock dividend by the taxpayer or by the donor or if tbe 
ta:rpayeir aC<]uired the stock by gift." 

Tbe CHAIRMAN. Tbe question is on the amendment of the 
gentleman from Texas. 

'l'he question was taken; and the Ohair being in doubt, tl:le 
committee divided, and there were 132 ayes and 88 noes. 

l\1r. GREEN of Iowa. Mr. Chairman, I clemand tellers. 
Tellers were ordered, and the Chair appointed Mr. GREEN of 

Iowa and Mr. GARNER of Texas as tellers. 
Tbe committee again divided; and the tellers reported that 

there were 162 ayes and 112 noes. 
So the am€ndment was agreed to. 
The Clerk, continuing the reading of the bill, read as follow : 
(d) The total tax determined under snbdivism1 (b) or (c) .shall be 

collected and paid in the same manner, at the tiame time, .and subject 
to the same provisions of law, i.neluding penalties, as <>ther taxes under 
this title. 

(e) In the case of the members of a partner hip, of an estate or 
tru t, or of the beneficiary of an estate or trust, the proper part f 
eaeh share of the net income which consists, respectively, ot ordinary 
net income, capital net gain, or capital net loss, 'Shall be 1leterminoo 
under 1·u1es and regulations to be prescribed by the commissioner with 
the approval of the Secretary, and shall be separately shown in tlli! 
r-oeturn of the partnership or estate ()l" trust, and shall be tax.ed to the 
member or beneficiary or to the estate -or trust as provided in sectfons 
218 and 219, but at the rate'S an.d in the manner p1·ovided in s ubdivi ·ion 
(b) or (c) of this section. 

Mr. OLDFIELD. Mr. Chairman, I offer the following 
amendment. 

The Clerk read as follows: 

Amendment 'by Mr. OLDl'ImLD: Page 26, ~ 3, strik:e out all of the 
page Clown to and induding line 25 on page 25, all of page 26, antl 
down to and including 1ine 21 on page 27. 

Mr. GREEN of Iowa. Would the gentleman from Arkansas 
be willing to agree to some time for debate on this amendment? 

Mr. OLDFIELD. Yes. How much time do.es the gentleman 
from Iowa suggest? 

~lr. GREEN of Iowa. Will 20 minutes be enough-10 min­
utes on a side? 

Mr. OLDFIELD. I think 10 minutes on a side will be sufil­
cient. 

Mr. GREEN of Iowa. To accommodate another gentleman I 
ask unanimous consent that all debate .on this amendment .and 
all amendments thereto be closed in 3-0 minutes. 

The CHAIRMAN. The gentleman from fowa asks unani­
mous consent that all debate on this amendment and amend­
mel)ts thereto close in 30 minutes. Is there objection? 

There wru;; no objection. 
l\1r. GREEN of Iowa. I further ask that the time be equally 

divided between the gentleman from Arkansas and myself. 
The CHAIRMAN. The gentleman from Iowa a ks unani­

mous consent that the time be divided between the gentleman 
from Arkansas [Mr. OLDFIELD] and himself. Is there objecti-On? 

There was no objection. 
Ur. OLDFIELD. Mr. Chalrman and gentlemen of the com­

mittee, I agree very thoroughly with the amendment offered by 
the gf'ntLeillan from 'Ue:xas [,fr. GAn;:-;:rn]. ju t adopted. But 
that does not cure the evil. I am opposed to the policy of 
section 208, and I will tell you -.. ·by in as brief a time as it is 
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possible for me to do so. This provision Of the bill did not 
appear in the act of 1918. It never appeared in any law in this 
country until the act of 1921. Under this provision in section 
208 of this bill they undertake to divide and specify and set 
aside different sorts of income, and make sacred a certain 
kind of income which I do not believe is fair to all the tax­
payers of the country. Under this provision an individual can 
invest in land--<>r first, I will say, that there are three sorts 
of income; first, that which is the effort of labor, income that 
is earned. 

If you earn $50,000 a year at your work, that is taxed in 
the surtax brackets where it belongs. There is another kind 
of income, and that is the income from the interest on notes 
or dividends on stocks or bonds. That is also taxed in the 
surtax brackets where the amount belongs. But in this propo­
sition, if a man has an income on account of the enhancement 
in the value of the property, stocks, bonds, real estate, that is 
not taxed in the way that you are taxed on the money that you 
earn in the brackets where it should properly belong, but it is 
taxed at the rate of 12! per cent fiat. I think that policy is 
bad. I think this section ought to be stricken out because the 
policy is bad. Suppose a man buys a piece of real estate in 
the city of Washington for $100,000 and keeps it for two years 
and then sells it for $1,000,000. Of course that is an exagger­
ated case but there are many cases similar to that, both above 
and belo~. The gain from that, after he had kept it for two 
years, and he has not done anything in the world except to 
invest $100,000 in it, is taxed at the rate of 12! per cent, which 
would be 12! per cent on $900,000. If this provision were not 
in the law he would be taxed $472,000, because it would fall 
in the surtax brackets where it properly . belongs. Some gen­
tlemen object to this Qecause they say they would not sell. If 
a man will not sell for a profit of $372,000, it makes no differ­
ence to me whether he sells or not. I think they-would sell if 
they could make a profit of $372,000 on a $100,000 investment 
in two years. But, at any rate, why should they not be taxed 
as much on the enhancement in the value of the property 
which they get as other people are on money they earn? The 
same is true with stocks. A man can buy $100,000 worth of 
Steel Corporation stock, keep it one year, and sell it at a profit 
of $100,000 and he is taxed $12,500, but if you . earn. $100,000 
you are taxed $30,000. This is the greatest leak rn this bill. 

It was put in there because there were a great many people 
in America in 1921-I know some of them, although it would 
not be fair to mention the names on this floor, and it is a 
matter that we thrashed out in the Ways and Means Commit­
tee-there were some who had timberlands and coal lands and 
other lands which they had owned for some years, and they 
did not want to sell them at the inflated prices which we had 
in 1920 and in 1921 and pay the high surtax rate. There­
fore they had this provision placed in the law, and it is wrong. 
It ought not to be in the law. Why not tax them just as you 
tax everyone else? Of course, as the gentleman from New 
York [Mr. l\fILLS] said a moment ago, this 12! per cent or sur­
tax is optional. Up to $30,000 of income a man may just as 
well pay the normal and the surtax, because they do not amount 
to any more than the 12! per cent, but when you make more 
than $30,000, then you receive a benefit. In other words, this 
benefits the man who made more than $30,000, and it does 
not benefit the man who makes less than $30,000. Is there a 
man on either side of this House who down in his heart feels 
that the man who makes $30,000 on a transaction Hlrn this, or 
over; should get the best of it as between that man and some 
man who makes less than $30,000? It is so simple, to my 
mind it is so clear, that this is bad policy that I think there 
ought not to be any question about it. What I am saying to 
you now can not be disputed. It will not be disputed by Mr. 
?tlILLs or Mr. GREEN or anyone else, but here is the argument 
that they will make: They will say that under this provision 
we will get more revenue, but I do not believe that statement, 
and I know that they do not know that the statement is true. 
Why do I say that? Because the Treasury Department has 
never submitted any figures which would show that we would 
get more revenue under this provision than 1f it were not in 
the law. 

The CHAIRMAN. The time of the gentleman from .Arkansas 
has expired. 

Mr. OLDFIELD. 1\Ir. Chairman, I shall be compelled to use 
a little more time. 

Mr. DENISON. Mr. Chairman, will the gentleman yield? 
l\1r. OLDFIELD. Yes. 

. l\lr. DENISON. How does the gentleman feel about losses of 
that kind? 

Mr. OLDFIELD. I think that losses ought to be deducted. 

Mr. DENISON. All losses? 
Mr. OLDFIELD. Yes; all the gains should be taxed and all 

of the losses should be deducted. I have not a doubt in the 
world that a great deal more money is made by speculating in 
stocks and bonds and real estate than is lost. I say tax all 
the gains and deduct all the losses. That is fair to everyone. 

Mr. DENISON. The gentleman does not think there are 
more gains than losses in the purcha e of stock? 

Mr. OLDFIELD. I do with the kind of people who hold 
them for two years. They are conservative. They ha'e money; 
they are able to hold them for two years, and they are able to 
hold their bonds for two years. They are able to hold them 
until the cycle of business changes. The experts tell us that there 
is a cycle in business. Their gains are taxed at 12! per cent 
while everybody who earns money is taxed in the surtax 
bracket, where they belong. Mr. l\irLLs will tell you that unde1· 
this provision of this bill you will get no money. 

l\fr. McCoy said that the other day also, but he did not offer 
a scintilla of proof, and right here let me say that we have 
been unable to get information out of the Treasury Department. 
I say that the minority of the Ways and l\Ieans Committee, 
regardless of the party in power, ought to have at least two 
or three experts connected with it. Let us have them when 
you are in power and let you have them when we are in 
power. Those men should be able to go to the Trea ury De­
partment and check up the figures and bring the facts -to tbLs 
House. I think everyone ought to have the fact before him. 
To show you how much Mr. J\lcCoy knows about the proposi­
tion, he said the other day that in the 1918 act capital go.ins 
were not taxed at all. That is not true, and everyone con­
nected with the Treasury Department knows that that is not 
true. Up until 1921 they were taxed like everything el e was 
taxed, and then some gentleman before the committee said 
they picked out 15 or 20 of the big fellows and found out that 
they had deducted $11,000,000 in losses and reported $1,000,000 
in gain. You can pick out these things in the Treasury De­
partment and prove your case, but we ought not to be in the 
business of picking them out and leaving all of the others. 
They can get the information. Mr. l\fcCoy said that they could. 
All they have to do is to go to the records and find cut. 
Every man who returns an income-tax return returns his loss 
and his gain under this provision of the la w--capital gains. 
You can go through the records there and get the proof, and 
Mr. McCoy told me they could. I asked him if he would get the 
information, and he said he would, but he ha not gotten it. 
He has not furnished it to this House. It is not fair to the 
House, therefore, to say that we will get more money if we 
do not repeal this provision of the law. But if you do, you 
will put everybody, every kind of an income, on the same basis. 
Why do you want to tax a man who makes money out of hold­
ing stock for two years at a less rate than we are taxed and 
every other income-tax payer in the country is taxed? Why 
tax the man who makes a good deal of money on bonds, after 
holding them for two years, less than you tax the man who 
earns $25,000 or $50,000 a year? Let us take a piece of land 
on the water front down here. Suppose the Government has 
spent millions of dollars in improving the channel of the river 
and makes the property on the river front worth ten times or 
a hundred times more than was paid for · it. Why tax that 
increment, that enhancement in value, to which the owner bas 
not added one penny, .for less than you tax every citizen in the 
country who earns his money? 

I say, gentlemen, it is bad policy and it ought not to be kept 
in this law. It is an outrage. It is a vicious proposition. It 
is one of the deliberate leaks of this bill. It was put ln there 
for the purpose of permitting these fellows to sell their prop­
erty and make a lot of money and pay only 12t per cent in­
stead of 50 per cent. They say they found $11,000,000 in loss 
and $1,000,000 in gains. They evidently did not take into con· 
sideration Senator CouzENS's taxes. That matter was bandied 
around here in letters passing between Secretary Mellon and 
Senator COUZENS, and Senator CouZENS has no objection to 
my mentioning it on the floor. He paid the high surtax. He 
paid nearly $8,000,000 :i,n taxes, gentlemen, whereas if he hnd 
waited a year or two he would have had to pay only $2,000,000. 
He told me the other day that many men had done the same 
thing. 

Why did not the Treasury Department find those cases? 
When the Treasury Department goes and picks out cases, why 
do not they pick out cases that weigh again t their argument, 
just as they pick them out in favor of their 11rgument? 

Mr. GREEN of Iowa. Mr. Chairman, will tlle gentleman 
yield? 

l\lr. OLDFIELD. Yes. 
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l\1r. GREEN of Iowa. The gentleman sureiy does not mean 

to 'Say that these cases were picked out. 'l'hey were the 50 
largest taxpayers. 

Mr. OLDFIELD. Why did they not include the COUZENS 
case? It is on1y a short time ago. It was in 1921. This is 
1924. 

Mr. GREEN of Iowa. They have not named anybody. 
l\Ir. OLDFIELD. Secretary Mellon named Senator COUZENS 

in the newspaper correspondence, did he not? 
l\1r. GREEN of Iowa. This is not the way to deal With this 

matter. 
Mr. OLDFIELD. The correspondence shows that he paid 

$8,000,000 in taxes, whereas under this bill he would pay only 
$2,000,000. We want to give the facts. 

Mr. Chairman, how much time have I remaining? 
The CHAIRMAN. The gentleman has two minutes. 
Mr. GREEN of Iowa. l\1r. Chairman, I hope I may have 

the attention of the House because I am satisfied that I can 
xplain this matter, and gentlemen on either side will want 

this information. I think I can show beyond all controversy 
that the adoption of this amendment would cause a loss to 
the Treasury of the United States of from $25,000,000 to 
$50,000,000. I do not mean by that to cast any reflections 
upon my friend from Arkansas [l\Ir. OLDFIELD] who is honest 
and diligent and a hard worker. He thinks be has found a 
place where some parties who ought to pay high taxes are 
getting away from them, but he is mistaken. 

Now, the fact of the matter is that this capital~galn pro-­
vision, as the gentleman from Arkansas correctly stated, does 
not apply to tho e who have incom·es below $30,000. It ap­
plies only to those in the high brackets-that is all-those 
who would pay high rates. And for that reason the proposi­
tion of the gentleman from Arkansas looks plausible, because 
we cut down the taxes they would othe:rwise pay if they made 
these sales. Why was this provision originally adopted? It 
was not adopted on the recommendation of Republican Secre­
taries of the Treasury alone; it was adopted also because 
we were informed by a previous Democratic Secretary that 

·the provision taxing capital gain by the surtax rates was a 
failure. Why? Because people did not have to sell to be 
taxed at those high figures, but they always took their losses 
and got full credit for them. Dem·ocratic Secretar.ies of the 
Treasury as well as Republican Secretaries were unanimous 
·on that point. 

Now, we found in 1920, before this capital-gain section was 
enacted, that the 50 largest taxpayers were taking their 
losses but rea1ized no capita.I gains, and they took the 50 
largest as the extreme cases, the men who paid the most, as 
the fairest. They did not pick out one here and there, and 
I have no doubt Senator CouzENS was included if he sold his 
property in 1920--the 50 largest taxpayers showed $10,000,000 
of losses and only $1,000,000 of capital gain, because th-ey did 
not have to take their gains. 

The gentleman from Arkansas said a man will sell when he 
makes a big profit. Well, 1f property is worth $1()0,000 to the 
buyer, it is worth just about the same to the seller. Why shou1d 
anyone sell and pay these high surtax~s when he can keep the 
property and make practically as much out of it' as the man 
who proposes to buy it? He will not · do it. He will not be 
foolish enough to do it. He will say, " This property is worth 
just about as much to me as to the other man, and therefore I 
will not sell and will not pay 50 per cent on my gain; because 
if I did, it would wipe out all the profit I could get and put me 
in a worse position than if I kept the property." 

If you pass the bill you will wipe out that $25,000,000 that we 
expect to get on both sides by putting in a similar provision as 
to capital losses, namely, that capital losses should be allowed 
in the way of deductions at the rate of 12-! per cent, the same 
as capital gains, which is a part of the section which the amend­
ment seeks to strike out. But, of course, if the amendment of 
the gentleman from Arkansas .prevails; that is the end of it. 
Re would not want the losses to be 'treated differently. We will 
lose that $25,000,000, and then we will lose a number of millions 
in addition, because it will simply stop these sales and we will 
get no revenue out of the provisions in the amendment. They 
will proceed just as they 1have d<me before, and, as the Secretary 
has said, the Treasury will get "whipsawed." They° will all 
take their gains and none of tlleir losses. 

i'ilr. Chairman, I sincerely hope this amendment will be voted 
down. I have examined into this subject very carefully. This 
is not a partisan matter. It is something that has been recom­
mended and called to our attention by previous Democratic 
Sec1·etaries in the same way-that under this system the Treas-
ury was bound to lose. · · 

Now, there is another reason why we ought not to tax 
these capital gains at the full rates, and that i.s that these 
capital gains are realized, as a. rule, over a number of years. \ 
A man must hold the property at least two years in order to 
come under the benefits of this provision. He may have held 
the property since 1913 and the gains have gone along gradu-. 
ally from year to year ; but if the amendment of the gentle­
man from Arkansas prevails, he will have to pay in one year 
on all the gains that should be distributed over a number 
of years. That is not fair. It is not fair to the farmer or 
to anybody who sells real property to have the gain assessed 
1n one yeru· that has accumulated over a number of years 
taxed at the same rate as other gains are taxed. The:re can 
not be any question about that. If this provision is enforced 
in that kind of a way it will result in the taxpayer paying 
more tax than in all fairness he ought to pay. 

We put this at 12i per cent. Of course, 12i per cent is 
an arbitrary figure, but It ls about as near as we could come 
to what we thought would be a rate under which more money 
would be realized to the Treasury, and the Treasury has been 
realizing under this provision a great deal more money, as 
all the -experts of the Treasury have testified, than was real· 
ized when the law stood as the gentleman from Arkansas 
now desires to have it stand. 

Mr. THATCHE;R. Will the gentleman yield? 
Mr. GREEN of Iowa. Yes. 
Mr. THATCHER. As I understand, these provisions apply 

to the larger gains, gains over $30,000. 
Mr. GREEN of Iowa. About that. 
Mr. THATCHER. And that these provisions do not apply 

to the smaller gains? 
l\Ir. GREEN of Iowa. It does not make any difference to the 

smaller men. They have their option to pay the ordinary rate 
which they would pay. 

Mr. THATCHER. Then it is no discrimination akainst the 
smaller men? 

Mr. GREEN of Iowa. No. We expressly :fixed 1t so that the 
man who had to pay only 5 per cent on the other gains would 
have to pay only 5 per cent . on this, for example. 

Mr. SANDERS of Indiana. Will the gentleman yield? 
Mr. GREEN of J:owa. Yes. 
Mr. SANDERS of Indiana. J'ust what amount did the ~en­

tleman say would be lost to the Treasury? 
Mr. GREEN of Iowa. Somewhere between $25,000,000 and 

$50,000,000. I should estimate it roughly at $35,000,000, if this 
amendment is adopted. 

Mr. SAl~ERS of India.na. 1 will ask the gentleman whether 
the great danger in dealing with a revenue bil1 is not that as 
paragraph after paragraph is reached and amendments are 
offered in order to give apparent benefit we are apt to keep 1osing 
money for the Treasury, until finally it is not a revenue bill 
at all? 

Mr. GREEN of Iowa. ·That ls correct, and I agree with the 
gentleman. 

Mr. HUDSPETH. Will the gentleman yield'? 
Mr. GREEN of Iowa. Yes. 
Mr. HUDSPETH. If a man purchased a piece of land in 

1913, sells it now and makes a profit of $200,000, under which 
provision would he have to pay the greatest tax-under the 
provision as written in the bill or under the amendment, i:f it 
is adopted, oflered by the gentleman from .Ar'kansas? 

l\Ir. GREEN of Iowa. Under the amendment offered by the 
gentleman from Arkansas. · 

l\Ir. RUDSPETH. Would lt not stOl> all sales and be a great 
incentive not to sell land? 

Mr. GREEN of Iowa. Why, certainly. 
Mr. HUDSPETH. And men wo-uld not sell? 
Mr. GREEN of Iowa. '!'hat is what I have been contending. 

'11he tax on it would be so heavy that a man would say, "I 
can not afford to sell." 

:Mr. HUDSPETH. It would have a tenflency to stop ull 
transfers? 

Mr. GREEN of Iowa. Yes. 
Mr. HUDSPETH. Because it would result in giving all 

the profits to the Government? 
Mr. GREEN of Iowa. Yes. 
Mr. HUDSPETH. That ls what happened nnder th~ excess-

profits tax, and that was the reason for repealing It? 
Mr. GREEN of Iowa. Yes; one of the reasons. 
Mr. TILSON. Will the gentleman yield? 
Mr. GREEN of Iowa. Yes. 
1\lr. TILSON. Was not that the reason the limit was fixed 

at 12i per cent, -so a·s not to entirely impede all 'SOTt.s o.f 
transactions? 
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Mr. GREEN of Iowa. Yes; as the law oi;iginally .stood it 
practically stopped buying and selling in large transactions 
where there was a large gain. . 

Mr. 1\1ILLS. Mr. Chairman, I apologize to the gentlem~n 
of the House for speaking so frequently on this measure, but 
it comes entirely from my interest in seeing that a proper 
bill is finally passed. There are two features in any tax bill. 
One is the question of rates and the other is the question . of 
administration. You ge:Q.tlemen have voted into this bill the 
rates which you desire. It migbt be good politics for us to 
hold our hands off and let any amendments go in which would 
wreck this bill, but I for one will say it is certainly not my 
purpose to do so, and in so far as I have any information I 
want to put it at the disposal of this House. 

Now, I recognize the sincerity of my friend from Arkansas, 
but he is dealing with one of the most difficult questions in 
the whole fielu of income taxation as to what constitutes 
income. In -Great Britain the gain from the sale of capital 
assets is not treated as income and, therefore, they disregard 
the gain or loss from the sale of capital assets entirely. In ­
this country, jn our first two income tax laws, we proceeded to 
treat the gain from capital assets as income and we there­
fore found ourselves in a position where we had to permit the 
.deduction of capital losses. Now, after the experience of 
some years with that particular provision the administrators, 
the gentlemen who are called upon · to administer this law, 
came to Congre s and said, " Gentlemen, we are losing far 
more than we are gaining under this provision, for the reason 
that men may refrain from taking capital gains, but they 
can always take capital losses, and not only do they always take 
real losses, but they take fictitious losses." It was -perfectly 
possible, under the law as it existed prior to .1921, for a man 
to sell stocks or bonds, take a loss and buy back those very 
same bonds 30 days later. He would not have made a real 
los;:s but he would have made a loss for income-tax purposes. 
He might not eYen do that. _ He might, for instance, let _us 
say, sell Southern Pacific Railroad stock one <lay and make a 
loss on it, and that very·· same day buy Santa Fe Railroad 
stock. The character of his in:vestrrient would not in any 
way have altered but he would have made· a paper loss for 
the purpose of income-tax returns. The Government soon 
discovered that. It discovered in 1920, as the gentleman 
from Iowa [Mr. GREEN] has told you, that the 50 largest 
taxpayers in this country made $11,000,000 worth of losses and 
only $1,000,000 worth of gains. So those men, probably~ through 
that provision saved in taxes between $5,000,000 and $6,000,000 
because of losses which in a good many cases, I can assure 
you, were not real losses. 

The House in 1921 acted on the advice of the Treasury. 
When the bill went to the Senate we provided that capital gains 
should be taxed at 12! per cent and that capital losses should 
be limited to 12-! per cent. The Senate eliminated the provision 
with reference to losses, so that the present situation is abso­
lutely indefensible. A man is only taxed 12! per cent on his 
capital gains, but he is allowed to deduct 100 per cent of losses. 
'.rbe Ways and Means Committee is trying to cure that evil. We 
limit taxable losses to 12! per cent, and by so doing it -is esti­
mated we will pick up another $25,000,000 in revenue under the 
provisions of the bill as reported by the committee. 

Mr. BLACK of Texas. Will the gentleman yield? 
l\1r. MILLS. I do not want to yield just now. It seems to 

me we would be making a great mistake to return to the sys­
tem which prevailed prior to 1921. I want to say to the House 
that, not only based on the advice of the best experts but 
based on my own personal knowledge of what goes on, out­
side of tax-exempt securities, there is no easier means of avoid­
ing the income tax than ta.king losses, principally paper losses. 
The proper course for us to pursue with reference to this provi­
sion and many others is to maintain the ground that we have 
gained, and, in my judgment, appoint a committee, probably of 
both Houses, to study the administration of income tax laws 
not only in this country but in other countries, so that many 
of these questions which are now doubtful may be determined 
in accordance with the light not only of our own experience · 
but the experience of others. In the meanwhile, not only with 
reference to this ection but sections to come, may I plead with 
the House to back up the mature opinion of the committee that 
studied them with care, and to back up the labor of tax experts 
who have labored for five or six months in order to make this 
bill, if possible, tax-evasion proof? 

l\lr. STEPHENS. Will the gentleman yield? Will you please 
explain in detail what method is used in reference to these capi-
tal losses? · 

Mr. MILLS. To effect a capital loss 1 ~ 

Mr. STEPHENS. Yes. 
Mr. MILLS. Why, it is very simple. I gave an example last 

year when a bill refen-ing to capital losses was before the 
House. Assume that in 1917 X bought 5,000 shares at par for 
$500,000, X being a man wit_b.. an income of $2u0,000--

Tb.e CHAIRMAN. The time of the gentleman from New 
York has expired. · · ' · 

Mr. TILSON. - Mr. Chaii·man, l ask unanimous consent that 
the gentleman from New York have two minutes additional 

l\Ir. STEPHE~S. I ask unanimous. consent that the gentle­
man be allowed five minutes additional. 

l\Ir. OLDFIELD. l\Ir. Chairman, the time has been fixed by 
the committee. Of course, the committee can fix further time 
if it desires. 

Mr. GREEN of .Iowa. I think we have had sufficient time. 
The CHAIRMAN. Does the gentleman from Arkansas want 

to use the balance of his time? . 
Mr. OLDFIELD. I want to use the balance of my time. 
The CHAIRM.A..i~. The gentleman is recognized for two and 

a half minutes. 
Mr. OLDFIELD. Mr. Chairman., I appreciate what the gen-

tleman says about the situation. • 
Mr. STEPHENS rose. 
The CHAIRMAN. For what purpose · does the gentleman 

from Ohio rise? 
Mr. STEPHENS. I rise . for information. Was unanimous 

consent to Mr. M!Lr..s proceeding objected to? 
Mr. GREEN of Iowa. The time Las already been fixed in the 

committee. 
Mr. STEPHENS. And we can not extend it by unanimous 

consent? 
l\Ir. GREEN of Iowa. ~o. 
l\fr. STEPHENS. If it can not be extended, all right. If it 

can, we ask unanimous consent for this purpose, and would like 
to have our request considered if it is in order. 

The CHAIRMAN. Will the gentleman from Ohio prefer his 
un.animous-consent request? 

Mr. STEPHENS. My unanimous-consent request was that 
t:ie time of the gentleman from New York [Mr. MILLS] be 
extended five minutes. The gentleman was giving us very 
valuable information. 

l\1r. SA..l'lDERS of Indiana. I :·espectfully submit, Mr. Chair­
man, that request for unanimous consent is not in order. The 
only request that is in order is that the gentleman may have 
time not to be taken out of this time because the time is con­
trolled by the committee. 
- Mr. STEPHENS. I n.sk unanimous consent that the gentle­
man have five minutes' time, not to be taken out of the time 
that has been designated. 

The CHAIRMAN. The gentleman from Ohio asks unanimous 
consent that the gentleman from New York have five minutes, 
the same not to be counted against the time already allotted by 
the committee. Is there objection? 

Mr. GREEN of Iowa. l\Ir. Chairman, reserving the right to 
object, is there any more time going to be asked beyond that? 
We can not .spend all day on this one item. 

Mr. STEPHENS; l\Ir. Chairman, we are here for informa-
tion. 

The CHAIRMAN. Is there objection? 
l\Ir. STENGLE. I object, Mr. Chairman. 
l\Ir. OLDFIELD. Mr. Chairman, Mr. l\lILLs spoke about the 

law in Great Britain. I do not know what the law is in Great 
Britain, and neither does Mr. MILLS know what their law is on 
this question. The Treasury Department has not been able to 
tell us. They do have certain land taxes, landlord taxes, and 
various other taxes over there that we do not know anything 
about. 

Gentlemen, there is another question involved in this matter. 
I think this provision of the law has done more to increase 
rents in this country than. any other one provision in it, and I 
will tell you why. They sold properties, apartment houses and 
land, in this town and in New York and everywhere else at 
immensely inflated prices because they could sell those proper­
ties and pay only 12! per cent. It would have been better for 
the people of America if they had kept those properties, as 
Mr. GREEN predicts they would have kept them. It would have 
been better if they .had kept those properties, because then the 
rents of this country would 11ot have been so high, because 
these immense profits, these stilted profits, have been capital­
ized, and the people of America, in every city of this country, 
are paying rent on that high capitalization due to inflation 
and due to this provision in this law. That is the situation, 
and you ought to vote this out, and I believe that you will votQ 
it out. [Cries of "Vote!" "Vote! "] 
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The CHAIRMAN. The question is on the amendment offered 

'. by the gentleman from Arkansas. 
The que8tion was taken; an,d on a divl ion (demanded by 

l\Ir. OLDFIELD) there were-ayes 56, noes 120. 
l\Ir. OLDFIELD. Tellers, l\lr. Chairman. 
Tellers were ordered, and the Ohair appointed Mr. GREEN of 

I owa and l\lr. OLDFIELD as tellers. 
The committee again divided; and the tellers reported that 

there were 58 ayes and 137 noes. 
So the amendment was rejected. 
The OHAIR1\1AN. On page 5, when paragraph ( c) was being 

read a motion was made to strike out paragraph ( c), which 
was to be con ·idered with this section. 

l\Ir. OLDFIELD. Mr. Chairman, the gentleman from Iowa 
and myself haYe agreed on an amendment to be offered to para­
graph ( c) , on page 5. 

l\1r. GREEN of Iowa. Mr. Chairman, I ask that this be 
pas ·ed, because I ha>e not the amendment at hand. 

The CHAIRMAN. The gentleman from Iowa asks unani­
mom~ consent that paragraph ( c), page 5 of the bill, be passed 
for the present. Is there objection? 

There was no objection. 
The Clerk read as follows : 

EARNED IN COllil!l. 

SEC. 209. (a) For the purposes of this sectlon-
(1 ) The term "earned income" means wages, salaries, professional 

fe s, and other amounts received a compensation for personal services 
a ctually rendered, but does not include that part of the compensation 
derived by the taxpayer for personal services rendered by him to a 
corporation which represents a distribution of earnings or profits rather 
tha n a reasonable allowance as .compensation for the personal services 
a ctually r endered. 

( 2) The term "earned income deductions'' means such deductions 
as ar e allowed by section 214 for the purpose of computing net lnrome, 
and a re properly allocable to or chargeable against income. 

( 3 ) The term "earned net income" means the excess of the amount 
ot the earned income over the sum of the earned income deductions. 
If the t:urpayer's net income is not more than $5,000, hi entire net 
income shall be considered to be earned net income, and if his net 
income is more than $5,000, his earned net income shall not be con­
sidered to be less than $5,000. Iu no case shall the earned net ii:come 
be con ·idered to be more than $20,000. 

l\Ir. GAR :rER of Texas. l\lr. Chairman, I offer the follow­
ing amendment, to go in at the end of line 6, page 28. 

The Clerk read as follows : · • 
Amendment offered by Mr. GaR:'.'.'ER of T exas: Page 28, at the end 

of line 6, insert "earned income also means reasonable compensation or 
allowa nce for personal services where income is derived from combined 
personal services and capital in the production by unincorpoiated 
peri;on of agricultural or other bu iness. 

l\Ir . GAU:I\"'ER of Texas. l\Ir. Chairman and geutlemen of 
the committee, I hope you will not think I am offering amend­
ments for any purpose except what I believe will improve the 
bill. I want to say to my Itepublican friends, as I said to the 
Committee on Ways and Means this morning when we were dis­
cus ~ iug a certain amendment-I said to the Democrats on 
the committee, "Gentlemen, I hope you will be careful in offer­
ing amendments to this bill because we do not want to put the 
bill in such a condition that when it goes to the Executive he 
will ha>e any reason to veto it." And I hope the gentlemen 
will understand when I offer an amendment that I am doing 
so in the belief that I am improving the bill and in no way 
impairing its efficiency or to gi'Ve the Executive any reas:Ju for 
vetoing it. 

Now, you know what this amendment is. You are now 
con ·iclering what is known as the earned-income definition. 
I wish I had this printed, but if you will turn to page 27 of 
the bill you will find in subdiYision 1, " the term ' earned income ' 
mean wages, salaries, profe sional fees, and other amounts 
receiYed as compensation for services actually rendered." That 
was all that was in the original bill. If you get the original 
Mellon bill yop will find that is all that was in that bill as 
far as the ubject of earned income is concerned. But the 
Ways and l\Ieans Committee put in this additional language, 
" and other amounts received as compensation for per~onal 
services actually rendered." That was an amendment by the 
Ways and l\1eans Committee itself. 

I did not ohject to that amendment, although I do not see any 
great necessity for it, because the only per ons that would be 
benefited would be some receivership or activities of that nature, 
whicll did not concern me in getting a 25 per cent reduction. 

LXV--180 

But I am concerned about the merchant and the farmer, be.­
cause I believe he earns his income just as much as the wage 
earner or the professional man or the salaried man. For in­
stance, do you not believe that the merchant doing business in a 
store on the corner of a street in your town working 10 or 12 
hours a day making $10,000 a year is earning his income j nst as 
much as the man who sits upstairs in an office over him and 
earns $10,000 a year as a doctor or a lawyer? Tfus amendment 
I propose will take care of that situation. The reason they ad­
van<?e for not adopting this amendment-and it is a pretty good 
reason, I can not make light of it because it will be a difficult 
problem for the Treasury Department, but I believe the depart­
ment can solve it-they say it will be difficult to administer, and 
that is the only reason they give. I will ask the gentleman from 
·New York, who opposed the amendment and defeated it-and 
there was not a chance to defeat it except by giving all men 
having an income of ~5,000 and less credit for earned income. 
The gentleman offered that amendme . Now, this amendment 
does not apply to any income except betweeu $5,000 and :ii20,000. 

The OHAIRl\IAN. The time of the gentleman from Texas 
has expired. 

l\lr. GARNER of 'J'exas. I shall have to ask for five minutes 
more. 

The CH.AIRM.A N. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 
l\fr. l\100R1'J of Virginia. Will not the gentleman explain llis 

amendment? 
l\fr. GAR1'.TER of Texas. Let me read the amendment. 
Earned income also means reasonable compensation or allowance for 

personal serYices where income is derived from combined personal 
sen-ices and capital in the production by unincorporated persons of 
agriculture or other business. 

In other words, it applies to incomes from mercantile busi0 

ness and the farming business where the income is not O'Ver 
$10,000 a year. The Treasury Department says it is difficult to 
administer the law, and I expect it will be. And the principal 
reason is the difficulty of ascertaining the capital investment. 

I admit that difficulty, but that is a small difficulty with small 
people having incomes between $5,000 and $10,000 and is not as 
effective as it would be with corporations incorporated for mil­
lions or hundreds of millions of dollars. I yield to the gentle­
man from North Dakota. 

l\fr. EURTNESS. The gentleman has already answered the 
question, and that is whether or not the gentleman would elimi­
nate the earned-income feature of $5,000. 

l\1r. GARNEm of Texas. No; I would not. If you put this 
language in the bill, you do not need that. l\1r. Rockefeller, 
under the $!1,000 provision, will get 25 per cent reduction up to 
$5,000. . 

Mr. BURTNESS. 1\fight I suggest that if you eliminated that 
language the persons in the Treasury Department who would 
determine what a farmer earns would probably claim that the 
earned income amounts to $1,000 or $2,000? 

1\fr. GAHNER of Te::I:as. That is a matter of administration. 
I do not know what my side of the House will say to me when 
I make the suggestion, because I have not consulted the Ways 
and l\1eans Committee, but I do hope that in the course of the 
discussion and consideration of this bill, before we finally send 
it to the Senate, we can get a record vote on this proposition. 
I think it is most indefensible to say that a lawyer, a doctor, 
a bank cashier can have a reduction of 25 per cent and that you 
can not give the same reduction to a farmer or a small mer· 
chant. I have fought for it in the committee, and I am going 
to do my best here, and some time later on perhaps an oppor­
tunity will be afforded for everyone to vote upon it. I am not 
telling any secret when I say that if the gentleman from New 
York [Mr. l\fILLs] had not gotten in his amendment exempting 
everybody up to $5,000, undoubtedly the -committee would have 
adopted this amendment. 

l\!r. CHINDBLOl\f. Mr. Chairman, will the gentleman yield? 
l\fr. GARNER of Texas. Yes. 
l\lr. CHINDBLOM. Assuming the Treasury Department had 

gotten beyond the very difficult question of determining the 
amount of investment, then how would you fix the rate of in­
come in that investment? 

Mr. GARNER of Texas. I would leave it just as the lan­
guage is here, "reasonable compensation/' You can not write 
a law and you have never written a revenue law where you 
did not give the Treasury Department some discretion in ascer­
taining the facts. 

l\Ir. CHINDBLOl\l. I do not think there is another provision 
in this bill where the Treasury Department would have discre-
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tio:n to determin~ bow much profit or earnings a man should 
make. 

1\Ir. GARNER of Texas. The gentleman may be right about 
that; but this applies to a very small class of peo-ple, and they 
a.re just as deserving as the bank cashier. Here i~ a bank 
cashier who gets $10,000 a year, and here is a merchant working 
twice the number of h-0urs that the cashier does, wh-0 has a 
store across the street and who deposits the money in the bank 
where the cashier is. One gets 25 per cent reduction and the 
other is given no reduction. 

l\Ir. MOORE of Virginia. Mr. Chairman, will the gentleman 
yield? 

l\ir. GARNER of Texas. Yes. 
1\Ir. MOORE of Virginia. I think the gentleman is right in 

criticizing this classification, which puts in one group of people 
and leaves out another group. Personally I very much doubt 
whether a court wonld uphold any such classfication. It is an 
arbitrary classification at is not warranted by any fact. 

The CHAIRMAN. The time of the gentleman from Texas has 
expired. 

Mr. GARNER of Texas. Ur. Chairman, I ask unanimous 
~onsent to proceed for one additional minute. 

The CHAIRMAN. Is there objection? 
There was no objection. 
1\fr. BLACK of Texas. Mr. Chairman, wlll the gentleman 

yield? 
l\Ir. GARNER of Texas. Yes. 
Mr. BLACK of Texas. Is it not the opinion of the gentle­

man that this whole section would introdUce a new complica­
tion into our income-tax laws and ought not the whole thing 
to go out? 

Mr. GARNER of Texas. There is a good deal of argument 
back of what the gentleman says. 

l\ir. BLACK of Texas. I just wanted to give notice that 
I am going t-0 offer an amendment to strike it all out. 

Mr. GARNER of Texas. How can you say, and bow can 
anyone say, that I should have or Mr. MILLS should have 
or l\Ir. l\Iellon should have, or anyone else with large incomes 
should have a deduction of 25 per cent for earned income up 
to $5,000? That was a foolish thing to d<>-to give a man 
with a million dollar income a reduction of 25 per cent on 
earned income up to $5,000. It was done only for the pur­
pose of defeating this particular amendment and this particu­
lar amendment was defeated only because it is difficult of 
a<lministration, and I believe Mr. MILLS is very conscientious 
and perfectly frank about it. 

Mr. MILLS. Mr. Chairman, the gentleman from Texa:; 
[Mr. GARNER] is quite right in saying that there is no ques­
tion of principle involved here. This is a straight question 
of administration. Wben the committee of experts were en­
gaged in drafting the provisions of this bill they sorrght to 
do the very thing which Mr. GARNER wants to do, and that 
is to define "earned income" in a comprehensive way. Earned 
income, of cour e, is very easy ~o define wben a man's total 
income comes as a result of his own personal efforts, but 
if part of his income is derived from personal efforts and part 
froni capital then there is presented a very difficult problem 
from an administrative standpoint, as an can readily se~. 
Ther·e are two methods of procedure for segregating these tw .> 
different kinds of income. You can either determine the amount 
of capital in\"ested in tlle business and then allow a reasonable 
return on that capital-two very difficult questions-and then 
say that all of the rest of the income is derived from personal 
effort or you can approach it froni the other angle and at­
tempt to determine what the m·an·s own personal services are 
worth and ascribe the balance of the income to capital. The 
department found that in dealing with the question of invested 
capital in the case of a few hundred thousand corporations 
1t was absolutely impossible as a practical matter to ddermine 
what invested capital was, and it becam·e apparent, therefore, 
that in the case of 3,500,000 taxpayers, if the department 
had to examine each separate return and determine in every 
case the amount of capital invested why administration would 
inevitably break down. 

Ur. BEGG. 1\lr. Chairman, will the gentleman yield 'l 
l\fr. MILLS. I have only a very few rn.inutes. When the 

departnient, after trying many drafts to accomplish what the 
gentleman from Texas [Mr. GARNER] seeks to accomplish 
to-day, finally determined that it could not draft a satis­
factory definition they examined the returns. 

They examined the returns, and if you will turn to the re­
turns for 1921 you will find that out of a total of about 
_$18,000,000,000 reported under the pet·sonal-service item no 
less tl.J.an $14,000,000,000 came from salaries, wages, commis­
sions, and bonus. The bill as originally reported then took 
. that definition, which covered 85 per cent o:f the earned income, 

recognizing very frankly that an injustice was being done to 
15 or 20 per cent of earned income in other cases. When we 
got into committee-and I am telling you the story just as it 
occurred-I met one day Doctor Adams, who is not only one 
of the best theoretical experts but one of the most practical 
administrators of the income tax laws, and Doctor Adams said 
to me, " l\1rr..Ls, the only thing for you to do in the case of thi~ 
earned-income proposition is to adopt an arbitrary limitation.' 
He said, " If you take $5,000 as an arbitrary limitation, I 
think you will cover over 90 per cent of the earned incomes in 
this country to-day, and you will do substantial justice with· 
out ruining tbe administration of the law." 

The CHAIRl\IAN. The time of the gentleman from New 
York has expiretl. 

Mr. l\IILLS. Mr. Chairman, may I have three minutes 
more? 

The CHAIRMAN. The gentleman from New York asks 
unanimous con-sent to proceed for three minutes more. Is there. 
objection? 

Tn-ere was no objection. 
Mr. MILI,S. I examined the figures, and I found, as I have 

already told you, that under the bill as originally reported we 
did injustice to perhaps 20 per cent of the earned incomes. 
Ilut if in addition to the definition in the original bill we give 
an exemption of $5,000, I believe we could take care of 90 per 
cent of that 20 per cent, and if there is any injustice done, why, 
of course, it is done only above the lower brackets. 

What is the use in coming here and talking about discrimi­
nations against the farmer? How many farmers are earning 
a net income of $5,000 a year? If they are earning $5,000 a 
year, they get the full benefit of this earned-income provision. 
What is the use of talking about the small storekeeper if he is 
earning $5,000 a year? He gets the full benefit. It is only. 
when you get into the upper brackets that there is any possible 
injustice, and then I make the flat assertion that the gentle­
man's criticism applies only to a very small fraction of earned 
income. On the other hand, I submit that every adminisb·ator 
I have consulted has reached the same conclusion, that it is 
literally impossible to segregate income from property and in, 
come from personal service in the hundreds of thousands of 
individual cases which would be covered by the amendment 
of the gentleman from Texas. 

Mr. BURTNESS. Mr. Chairman, will the gentleman yield? 
Mr. MILLS. Yes. 
:Mr. BURTNESS. Can the exemption-for instance, the faro· 

ily exeJllption-be taken away from the earned income? 
l\Ir. l\IILLS. Oh, no. We give a 25 per cent reduction of the 

tax on the first $5,000 of net income. 
l\lr. BURTNESS. I did not get the gentleman's argument 

when he suggested $7,500. 
The CHAIRMAN. The time of the gentleman from New 

York has again expired. 
Mr. BEGG. Mr. Chairman, I ask that the gentleman's time 

be extended two rn.inutes. I want to ask the gentleman a ques­
tion on his statement. 

The CHAIRMAN. The gentleman from Ohio asks unanimous 
consent that the gentleman from New York may have two 
minutes more. Is there objection? 

There was no objection. 
Mr. BEGG. If the Garner amendment were adopted, would 

not that multiply by an untold factor the opportunities for dis­
pute between the G-Overnment and the taxpayer in ascertaining 
capital investment? 

Mr. :MILLS. The gentleman must recognize that in every 
one of these thousands of cases there would be a dispute be­
tween the taxpayer and the Government as to what his per­
sonal services were worth and what his return on his capital 
should be worth ; and in the case of the small storekeeper or 
the farmer who does not keep bcmks the administrative diffi­
culties would be literally insuperable. 

Mr. BEGG. .And the added fact that it is more difficult to 
ascertain the crrpital invested on a farm if the man has had it 
15 or 20 years than it is on any kind of corporation, is it not? 

Mr. MILLS. I should say so, but I am not a farmer. 
Mr. BEGG. It eems to me i.t would be wholly unworkable, 

and the small man who would have that dispute could not 
afford to hire an expert attorney to come down and plead his 
cause. 

Mr. MILLS. I understand one thing that these farm organi­
zations have been trying to do is to get the farmer to keep 
books so that he wfll know what he is getting on his capital 
but that to date they have been unsuccessful. 

Mr. NEWTON of Minnesota. Mr. Chairman, will the gen­
tleman yield? 

Mr. MILLS. Yes . 
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Mr. NEWTON of Minnesota. Have not --the- English-had 
trouble in this matter because they did not have provisions of 
this character? 

:Mr. MILLS. Yes. I have studied the English law, and 
ne\er in my life have I found anything so difficult as to under.: 
stand those provisions. . _ 

The CHAIR~IAN. The time of the gentleman from New York 
ha· again expired. 

l\lr. TILSON. Mr. Chairman, I offer an amendment to the 
amendment. 

The CHAIRMAN. The gentleman from Connecticut offers an 
amendment to the amendment, which the Clerk will report. 

Th.e Clerk read as follows : 
Amendment offered by Mr. TILSON to the amendment oft'ered by Mr. 

GARNER : After the Garner amendment, sti·ike out the period, insert a 
colon, and add the following: "Provided, That the total allowance :tor 
earned income in addition to the $5,000 herein provided for shall not 
in any case exceed 20 per cent per annum of the net income from such 
business, as reported by the taxpayer for the tax year, and shall not in 
the aggregate exceed $~0,000." 

Mr. TILSON. Mr. Chairman, the gentleman from New York 
[Mr. l\ln,L ] has made it so plain that it seems to me there 
ought to be no misunderstanding of this provision. He has 
shown that it is physically impossible for the Treasury to carry 
out the purposes sought to be effected by the amendment of too 
gentleman from 'Texas [Mr. GARNER], and that if that amend­
ment is adopted, it will do more than anything else could do 
to break down the administration of this part of the income tax 
law. 

l\ir. GREEN of Iowa. Mr. Chairman, will the gentleman 
yield right there? 

l\Ir. TILSON. I do. 
1\Ir. GREEN of Iowa. I have been particularly enthusiastic 

about this provision, but if I wanted to beat it and fix it so 
that it would not be operative I would ask that the amendment 
of the gentleman from Texas be put in there. 

l\1r. TILSON. It should not be put there. But if the amend­
ment of the gentleman from Texas is put in, there should be 
a limitation put to it. 

One who, because he l.Las an investment which will yield 
well up toward $20,000 and gives only a bit of his time to it, 
should not be permitted to take advantage of this reduction 
iu his ta.."IC to the full amount of his income from bis investment. 

l\Ir. GARNER of Texas. Will the gentleman yield? 
l\Ir. TILSO::N. Yes. 
l\Ir. GARNER of Texas. If the gentleman's amendment 

should be accepted, would the gentleman and his associates 
agree to support my amendment? 

l\lr. TILSON. I told the gentleman frankly that I would not, 
because I think that it would break down in its administrr..tion, 
in foct, that it can not be administered, but if the amendment 
mu t go in I think this limitation should be put in, so that a 
man who gets most of his income from an investment should 
not be able to take allvantage of it all as earned income. 

~fr. GREE::\T\VOOD. Is there any scientific reason for fixing 
it at 20 per cent? Has the gentleman studied the question and 
determined why it should be 20 per cent? 

l\Ir. TILSON. It is arbitrary, of course; but I think it is 
fair, if a man, for instance, has an income of $50,000 from his 
bu iness to provide that he shall not be entitled to a preferen:. 
tinl rate as earned income on more than $10,000 of it over 
and above the $5,000 al.ready allowed him. 

l\Ir. GARNER of Texas. The gentleman should not u e the 
.amount of ~50,000 but should use the limit of $20,000. 

:Mr. TILSOX I mean where his income from services and 
capital is 50,000 and is not limited in any way. 

l\Ir. GARNER of Texas. Yes; it is limited to the activities 
of men in busines and is limited to $20,000. 

l\Ir. TILSON. Yes; but 20 per cent of $50,000 is only $10,000, 
and I am talking about an income within the limitation. 

l\Il'. GREENWOOD. His business would have to yield $100,-
000, as I understand the gentleman's amendment, before he 
\vould get an income of $20,000? 

l\fr TILSON. It would; yes. 
l\lr. McSW AIN. In view of the fact that the gentleman's 

amendment would not be subject to amendment, would he not 
agree to accept a suggestion to offer an amendment making 
it 50 per cent and for this reason: Has not my friend seen a 
merchant who was earning, by giving 12 or 15 hours a day to 
his business, $10 000 or $15,000 a year, and then when he dies, 
the personality being gone from the place, the whole thing, 
lock, stock, · and barrel, fixtures, and all, would not bring 
$15,000? 

l\lr. TILSO~. Well, that man, under my amendment, if his 
income was .. 50,000--

. --Mr. McSW AIN. I said $15,000. 
Mr. TILSON. Then he would get 20 per cent of that, which 

would be $3,000, in addition to the $5,000. So he would get 
credit on $8,000 as earned income. It seems to me that would 
be fair and that there ought to be some limitation if this 
amendment is to go through. 

1"1r. GREEN of Iowa. Mr. Chairman, I move that all debate 
on this amendment close in 10 minutes. 

!l'he motion was agreed to. 
Mr. CHINDBLOM. Mr. Chairman, in the remarks which I 

made on Monday last upon the entire bill I inserted, at page 
2674 of the CONGRESSIONAL RECORD, figures which I bad ob­
tained from the legislative reference service in the Library of 
Congress with reference to the income of various classes of our 
population. In the industrial groups, based upon income-tax 
returns for 1921, sole proprietors of businesses earned the 
following average incomes: Agriculture and related industries, 
$1 758; mining and quarrying, $2,885; manufacturing, $3,332; 
construction, $3,330; and transportation and other public utili­
ties, $2,141 per annum-all per annum. 

In the various trades sole proprietors, according to the in­
come-tax returns of 1921, had the following incomes per annum: 
Public service, professional, amusements, hotels, and so forth, 
$2,964 ; finance, banking, insurance, and so forth, $3,619 ; special 
cases, businesses not sufficiently defined to be classed in any 
other di'Vision, $2,811. 

I think these classes include practically all the people who 
might be reached by the amendment proposed by the gentleman 
from Texas [l\Ir. GARNER]. A deduction of $5,000 for earned 
income will certainly reach practically every farmer and prac­
tically every small storekeeper in the land. I think we have 
a right to legislate in the light of conditions which exist and 
in the light of facts which are known. We never could pass 
any re\enue law if we were to base it merely upon theory, 
speculation, or deduction. Revenue laws are always more or 
less inaccurate and always more or less unjust, so that our 
purpose must be and should be to make them as nearly fair 
and as nearly equitable as may be possible. This deduction 
of the tax on $5,000 will certainly, within the knowledge and 
personal experience of every man in this House, cover every 
man now involved, every small storekeeper, and every farmer, 
referring now to the particular classes that have been men­
tioned. 

1\lr. 1IcKEOWX Will the gentleman yield? 
Mr. CHU.1DBLOM. I have very little ti.me. 
l\1r. McKEOWN. I just wanted to know whether there 

would be any objection to increasing it to 7,500? 
Mr. CHINDBLO~I. Well, I will say this: I would not care 

particularly whether you raised it to $7,500, if the Treasury 
can stand the drain. 

Now, there has been some rather jocular reference to this 
deduction of $5,000, as if it did not meet any real conditions. 
I want to name a class of persons who can not be reached in 
any other way than by a provision of this sort. · I refer to 
the beneficiaries of trusts-ehildren, for instance, who are 
under guardianship, incompetent persons under conservatorship, 
and other people who are receiving incomes from trust estates. 
They do not and can not earn their incomes, but they are 
benefited by this provision for a deduction of .$5,000. This 
amount of their income will be considered as earned income in 
their behalf. 

With reference to the other classes, they are amply able to 
take care of themselves. The total allowabre deduction is 
$20,000, although, as everybody knows, there was no limitation 
in the Treasury draft which was sent to the committee. The. 
committee considered this proposition, gentlemen, for a very 
long time, and in the light of every conceivable circumstance 
and of all the information that could be obtained. Then, also, 
consider the difficulties which are going to arise when the 
Treasury Department begins to try to determlne what is the 
invested capital of a farmer with 80 or 160 acres of land and 
how much of a percentage he should be allowed as earnings 
upon his investment. .A: man of small means will have no op­
portunity to come to Washington and make his protest or his 
complaint, because his interest is not sufficiently large. 

We have provided a deduction of $5,000, and I think it is 
equitable; I think it reaches not only 99 per cent, but I will 
say 999 out of every 1,000 of these taxpayers. 

The CHAIRMAN. The time of the gentleman has expired. 
l\fr. GREEN of Iowa. Mr. Chairman, in view of the demand 

for additional time, I ask unanimous consent that the time for 
debate upon this amendment be extended 10 minutes further. 

The CHAIRMAN. The gentleman from Iowa asks unani­
mous consent that the time be extended 10 minutes, making 15 
minutes altogether. Is there objection? 

There was no objection. 
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Mr. BEGG. l\.fr. Chairman and gentlemen of the cammittee, 
it would seem to me that if this amendment were adopted th~ 
~ost of ad'ministering the same and tJie dissatisfaction over its 
adoption would be many times greater than the benefit re­
ceived by the people supposed to be covered. I believe that it 
is a safe statement to make that three-fourths of the criticism 
of the income tax to-day is because of the dissatisfaction with 
the settlements made on the value of the investment rather 
than the amount to be paid by the taxpayer, and I can con­
ceive of absolute conditions where nobody could make a just 
settlement. I can take 10,0DO to-day and go into any State in 
the Union and buy mo1·e land for $10-,000 than three years ago 
I could have purchased for $25,000. If I buy my farm to-day, 
and you bought yours three years ago, and they are side by side 
and both alike in productiveness, and in every respect pro­
duce the same, would there be any equity in this particular 
amendment if applied to both of· us? . 

It would be absolutely impossible to found your taxes on 
satisfaction of the amount levied if you left it to a man in 
a department down here who probably nevei; saw a farm to 
determine the capital asset. It seems to me that is a glieat 
weakness. It is even more difficult on the farm than it would 
be in a little store, yet in a little store the same kind of a 
difficulty might ari e. 

I believe- another safe statement to make is that 50 per cent 
of the value of the capital invested in the little stores is in 
good will. You can invest $25,000 in a little store, and if you 
have somebody at the head of your management who is not 
adaptable to that particular line of business the produ<:tion 
on your capital asset would not produce an earning on one­
fifth the amount invested, whereas you may take on~fi:Lth 
of the amount invested and because ot the good will that 
goes by the na.me of John Smith or John Jones the pro~ 
auction may show an earning on an investment several times 
as great. 

Therefore it woulds em to me that if you want to do some­
thing in this. bill that will magntly the dis atisfaction in this 
country over taxes, and particularly income taxes, the best 
way I know to do it would be to put a provision in here leav­
ing it to the arbitrary dedsion of any man. or an.y set of men 
in Washington to say what is the capital investment in Ohio 
either in a farm or in a small business. 

If the $5,000 offset as earning is not high enough, do whut 
my friend the gentleman from Illinois [Mr. 0HINDBLOM] sug­
gested that be would not oppose, raise it to $7,500 or $6,000 or 
any other figure. 

Mr. CHINDBLOll I said depending upon the conditions in 
the trade. 

1Ur. BEGG. I meant to quote the gentleman accurately; 
but by all means do not adopt an amendment that is going to 
multiply the difficulties of administration by nobody knows 
how much. 

Then another feature is that 90 per cent of the people who 
have come· to me as their Representative to arrange some 
kind of hearing for them in the Internal Reveune Bureau have 
been in dispute on the amount of capital invested and what 
should be allowed as capital investment. 

Let us take the little man again. Let us say that in 1918, 
when farm prices were at the peak, be bought a farm for 
$250 an acre, and some man, after this law is 1n effect, in 
basing his figures on the average price of land over a period 
of five years should find that the average price of land in 
that community over that period of five years was $125 an 
acre, just one-half the actual investment, could you imagine 
the state of mind of that farmer when he goes back home and 
gets a letter saying that hi-s capital investment claim of $250 
an acre has been di allowed "f I know cases, and could give 
tbe names and the places, where an arbitrary decision was 
made in the Internal Revenue Bureau that the value of a 
farm lying near a community should be taken back to 1913, at 
$85 an acre, when it sold on the market two years later than 
that for more than $500 an acre, and sold during the period 
of high prices for between $900 and $1,000 an acre. This 
was an arbitrary decision, and when it was car_ried to the 
board of appeals they said, u . Support your decision and your 
claim by affidavits," and the Government sent men out to 
secure affidavits, and they secured affidavits from men who 
were engaged in a rival business, motivated by revenge as 
much as anything else, who swore that the lan.d in 1913 was 
only worth $85 an acre, multiplying, as I said, the dissatis­
faction to the taxpaying public. 

The CHAIRMAN. The time of the gentleman from Ohio 
has expired. 

. Mr. BURTNESS~ Mr. Chait-man as. I l-0oked a:t the defini­
tion o1 ea.med income, as tbis. bill fu·st came from the Treasury 
to the Ways and Means Committee, I felt that the definition 
and its application in practice would have been positively 
ridiculous and unfair to OJ very large percenta()'e of the tax­
payers of this country. I personally went bef~re the Ways 
and Ueans Committee and opposed that definition and sug­
gested some change be made which would include the very 
men whom the gentleman from Texas has in mind in pro­
posing his amendment here this afternoon. But I am entirely 
well satisfied with the practical proposition which has been 
adopted by the Committee on Ways and Means and which is 
found in this bill. I think everyone will concede that it is a 
much more practical and a fairer proposition than if you im­
posed no limits whatsoever, no minimum limits and no maxi­
mum limits, and· then accepted the amendment proposed by the 
gentleman from Texas, for then the situation, of course, would 
be that some man here in the Treasury Department would 
determine how much of a storekeeper's income or how much 
of a farmer's income is the result of his work and bow much 
of it the result of the capital invested. Very few of such 
representatives of the Government would have granted $5,000 
as actually earned income ; hence the decision of the committee 
arbitrarily regarding 5,000 as earned income serves the pur­
pose very much better. But so much for that. I want, how­
ever, to make this prediction to-day. Although I am ready 
to vote fur this provision with reference to earned income 
deductions, and regard it correct on principle, I am inclined 
to think that two or four or six years hence you will find 
there has been so much difficulty in administering this pro­
vision that there will be a great deal of sentiment in favor 
of wiping out any provision whatsoever for earned income 
deductions. 

Mr. BLACK of Texas. Will the gentleman yield? 
Mr. BURTNESS. I have not the time. I have just a few 

minutes and there are several things I want to discuss. 
We had some experien~e with this sort of a provision in 

our· own State and we wiped it out at the last session of the 
legislature_ But I want to remind you that the $5,000 is not 
the maximum which a farmer or storekeeper can earn and! still 
have the benefit of this reduction on all of bis tax. As a mat­
ter of fact, the $5,000 is earned net income, and the total earn~d 
income for him may be $6,000 or $7,000. If no more than 5,000 
remains after the deduction. set out in section 204, he gets 
the benefit of the reduction on $5,000,. even though his gross 
income may be $7,000 or $8,000. 

At the proper time I shall offer an amendment, and I want 
to explain it n-0w, and that is, to change the word " net " in 
line 13 to "taxable." If the gentleman from New York [lli. 
M:rLLs] is correct as to the intent of this section, that it means 
that a person is to have the benefit of the reduction on the 
first $5.000 in taxable income-that is, his income after family 
exemptions have been deducted-then this amendment is abso­
lutely necessary, because as the bill now stands it can only 
be allowed upon what is defined to be "earned net income," and 
you will find the definition. of that in the section now under 
consideration~ -

If my amendment carries, it will give a person who has a 
total net income of $7,000, with a family exemption of $2,000, 
thereby leaving $5,000 in taxable income-the enactment of my 
amendment will give him the right to treat all of such $5,000 
as ea.med income. Otherwise the situation of such farmer or 
merchant will be that the $7,000 is the total net income, and 
$5 000 is net earned income, and they would have- to .figure up 
th~ proportion of the total earned income and the total net 
income. In other- words, be would only get the earned reduc­
tion on 50/70 of the $5,000. What I want is to give him the 
privilege of regarding everything up to that figure as earned 
income, and to do that my amendment must be adopted ; other­
wise a person with only or a little more than $5,000 actual 
taxable income will not receive the benefit of a reduction on 
$5,000 in many cases. In fact, his reduction might in effect 
reaHy be on only $3,000 or $3,500; that is1. the relationship of 
the arbitrary earned net income to his total net income might 
be in such percentage in the case of total incomes of slx or 
seven or eight thousand as to treat but a J.Jer:centage of tbe 
$5,000 as entitled to the credit of an earned deduction. The 
deduction does not under the "Present wording of the bill apply 
to the first $5,000 of taxable income, but to the firs t $5,000 of net 
earned income. I only desire to make the bill do what the gen­
tleman. from New York [l\ir. Mn.Ls]. a few minutes S.OO'Q stated 
that it would do when be said that $7,500 might be the income 
of a taxpayer,. and if be bad exemptions amounti a to $2,500, 
the deduction could apply to all of the amount remaining-
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lb.at is, upon $5,00Q-even though the $7,500 wa~ the result of a 
combination of personal work and invested capital 

l\Ir. GARNER of Texas. l\Ir. Chairman, I will ask for only two 
minutes, as I have agreed to let the gentleman from l\Iassachu­
setts have three minutes of my time. I will occupy it by call­
ing attention to the fact that every gentleman who has ~poken 
on the subject admits that the definition ought to go m the 
blll ·if it was not for the $5,000 exemption. Every gentleman 
says that if it is possible to do so, the merchant and the farmer 
ought to be in the same condition as the lawyer and the doctor. 
They give as a reason for it, as the gentleman who has pre­
ceded me bas just said, that they will ha v-e certain exemptions, 
that the lawyer will have certain exemptions, and the doctor 
will have certain exemptions, and tbe bank cashier will have a 
certain exemption; and I am unwilling to discriminate against 
the farmer and the merchant who earns his income as much as 
the banker or the lawyer and the doctor. It is a matter of 
principle that is involved here, whether you are going to favor 
the doctor and the lawyer and the bank cashier with a 25 per 
cent reduction and not give the exemption to the farmer and 
the merchant. I will agree with the gentleman from Illinois 
that this was all considered for three or four days in commit­
tee. It was not adopted because the gentleman from New York 
did not want us to adopt the amendment and the only way he 
could prevent it was to make the income up to $5,000 earned 
income. If it had not been for that this would have been in 
your bill now. I think that the amendment ought to be adopted 
so that you will not discriminate against tlle merchant or the 
farmer. 

l\1r. ANDREW. l\Ir. Chairman. I appreciate very much the 
courtesy of the gentleman from Texas in giving me three min­
utes. With the progress that is being made in the considera­
tion of the bill, the time is rapidly approaching when Congress 
will have to deal with adjusted compensation. It is a matter 
of concern to a vast majority of the Members of the House ; 
and when we have fini bed this bill there should be a bill 
reported out dealing with the question of adjusted compensation, 
which can be at once given attention on the floor of the House. 

Conditions have changed in certain respects with the passage 
of the years. More than 300,000 of the soldiers and sailors 
who served their country in the war and who would have been 
entitled to the benefits of this measure ham passed beyond the 
range of earthly reward. 'l'heir heirs should now be included 
among the beneficiaries of this bill. 

The long delay in the adoption of the measure has made some 
of the benefits provided in the bill, such as vocational training, 
of doubtful value. 

The reduction in taxes, the ultimate form of which is not yet 
predictable, creates a sitlJation in which the remaining reve­
nues of the Treasury can not now be foreseen, and makes it 
at least doubtful what balance will be left. 

On all of these accounts it has seemed appropriate to recon­
sider some of the provisions in the adjusted compensation bill 
while safeguarding our obligations to the veterans. I have 
therefore introduced an alternative to the adjusted compensa­
tion bill before us for the last two years, and this alternative 
bill I should like to bring to the attention of the l\fembe.rs of 
the House. It attempts to meet the changed conditions and at 
the same time give the veterans that which is their mani­
fe t due. 

This bill provides benefits not merely for the veterans who 
have survived until this long-delayed measure has become a 
law, but it extends these same benefits to the heirs of those 
who died during the war or in the years that have elapsed since 
the war ended. Certainly neither logic nor justice would war­
rant discriminating between the heirs of those veterans who 
die after the law goes into effect and the heirs of those who 
have died before. If we are to provide adjusted compensation 
for the former, we are equally bound to provide it for the 
latter, wh-0se lossec;: are the more severe and whose situation is 
the more appealing and deserving. 

The bill eliminates all benefits to officers and confines the 
advantage of its privileges to enlisted men. The argument for 
adjusted compensation has always been based upon the enlisted 
men's pay of $1 or $1.25 per day. This argument and the 
schedules based thereon are not equally applicable to officers 
and their pay, and the line of demarcation between captains 
and higher officers has always seemed arbitrary. I have heard 
of many captains and lieu~enants who protested that adjusted 
compensation was not due them, but seldom an enlisted man. 

It has been claimed that the bill which has been before 
Congress is unduly complicated and contains provisions the 
execution of which would involve an unnecessary amount of 
bookkeeping and a very extensive bureau for its administration. 

Take, for instance, the Government loan features. If a veteran 
wanted to borrow, he would have to fill out at the post office 
an application for the loan and hand in with it his own promis­
sory note and his service certificate, and these three documents 
would then have to be forwarded to the Secretary of the Treas­
ury, who in turn would have to pass upon the application anu, 
if he approved, issue an acknowledgment, in triplicate, before 
the loan to the veteran could be made. All these transactions 
would have to be duly recorded on the books of the Treasury 
and of the post office, and the same procedure would have 
to be repeated as often as the veteran made anJ> payment 
either for interest or principal on his note. Such a complicated 
process in making and repaying loans, it must be admitted, 
would involve unconscionable paper work, delays, and possi­
bilities of errors, wbich would be as unsatisfactory to the vet­
eran as it would be expensive to the Government. This whole 
complicated system of recording and repaying loans through 
the post office and the Government Treasury has been elimi­
nated in the present measure, and a method bas been substi­
tuted by which a veteran can obtain a loan, when necessary, 
from any incorporated bank. 

We have heard it said that because of the difficulty of fore­
casting the probable choice among alternative options in th<:t 
original bill it is impossible to foretell exactly the expense tllat 
will be involved during successive years. The measure which 
I have presented eliminates these unpredictable factors and 
makes it possible to calculate the definite cost for each year by 
simply applying actuarial tables to the easily accessible records 
in the War and Navy Departments. 

The fear has been expressed that the adjusted compensation 
bill before Congress involves so large an expenditure of money 
in the next few years as to interfere, if adopted, with any im· 
mediate and substantial reduction in taxes. I believe that 
these fears are unjustified, and have heretofore pre ented to 
Congress the reasons for my belief; but the modified adjusted 
compensation bill now presented involves so little expense dur­
ing any of the next 25 years as to eliminate any possible ground 
for apprehension about our current program of tax reductioIL 
Congress can not only reduce taxes for the future to the full 
extent recommended by the Secretary of the Treasury, but can 
also make that reduction retroactive to an almost like amount 
as has been proposed by the Committee on Ways and l\feans. 
The adjusted compensation bill herewith presented would not 
cost more than $100,000,000 in any of the first four years and 
would not cost on the average more than $35,000,000 annually 
for the 20 years succeeding. 

The bill which I have introduced contains the following 
modifications of the original bill: 

(1) It adjust'3 the compensation of the heirs of veterans who 
have died on the same basis as the compensation of veterans 
who still live. 

(2) It limits adjusted compensation to enlisted men. 
(3) It eliminates the option of -vocational training, which now 

that six years have elapsed since the war ended would have 
substantial value for few veterans. 

( 4) It substitutes for the former farm and home aid and 
Government loans the privilege of loans from incorporated 
banks and trust companies. 

(5) It calls the adju ted service certificates provided in the 
original bill by a name which clearly shows what they really 
are-fully paid insurance policies. 

(6) It extends these policies from 20 to 25 years. 
(7) It makes the one es ential feature of adjusted compensa­

tion a fully paid insurance policy based in amount upon the 
length of the veteran's service in the war, payable to the vet­
eran at the end of 25 years if he lives or to bis beneficiaries 
and heirs in case of his death in the intervening time, and it 
makes this policy available as collateral for bank loans. 

l\Ir. TILSON. Mr. Chairman, I ask unanimous consent ta 
modify the amendment that I introduced. After consultation 
with Mr. Beaman, I want to put it in a little different form, 
leaving it the same in substance, so that it will limit the per­
sonal services over and above $5,000 to 20 per cent of the 
profits from the business. 

Mr. GARNER of Texas. l\Ir. Chairman, I haye no objection 
to the gentleman's offering that amendment, but I hope that in 
offering the amendment it is not the purpDse to destroy the 
amendment which he says he will not vote for. 

l\fr. TILSON. It does not; but it makes it much better, I 
think. 

The CHAIR.MAN. The gentleman from Connecticut asks 
unanimous consent to modify his amendment. The Clerk will 
report the modified amendment. 
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The Clerk read as follows : 
Amendment offer~d by :Mr. TILSON : After the Garner amendment, 

strike out the period and insert a comma and the following: " but not 
exceeding 20 per cent of the net profits of the taxpayer from the busi­
ness in connection with which his personal services are rendered." 

The CHAIRMAN. Is there objection? 
There was no objection. 
The CHAIRMAN. The question now is on the amendment 

offered by the gentleman from Connecticut to the amendment 
of the gentleman from Texas. 

The question was taken, and the Ohair announced that the 
ayes seemed to have it. 

Mr. GARNER of Texas. Mr. Chairman, I do not believe I 
shall call for a division. I do not like to see this discrimina­
tion. I shall accept the gentleman's amendment and hope that 
some gentleman on bis side will see the necessity of putting 
them all on a parity. 

Ur. YOUNG. Mr. Chairman, I call for a division. 
The committee divided; and there were-ayes 69, noes, 40. 
So the amendment to tile amendment was agreed to. 
The CHAIRMAN. The question now is on the amendment 

offered by the gentleman from Texas [l\Ir. GARNER], as amended. 
The question was taken; and on a division (demanded by Mr. 

GARNER) there were-ayes 116, noes 117. 
Mr. GARNER of Texas. Mr. Chairman, in view of the close­

ness of the vote, I demand tellers. 
Tellers were ordered, and Mr. GREEN of Iowa and l\Ir. GARNER 

of Texas were appointed to act as tellers. 
The committee again divided; and the tellers reported-ayes 

141, noes 134. 
· So the amendment was agreed to. 
l\Ir. BURTNESS. M:r. Chairman, I have an amendment, 

which I send to the desk and ask to have read. 
The Clerk read as follows: 
Amendment offered by Mr. BUR'l'NESS: Page 28, line 13, after the 

word " taxpayer's " sb'ike out the word " net" and after the word 
" income" insert " subject to tax " ; and in line 15 omit th~ second 
word "net" and after the second word " income" insert " subject to 
tax." 

Mr. GREEN of Iowa. Mr. Chairman, I am sure the amend­
ment of the gentleman does not accomplish what he wants to 
accomplish. If he desires, I shall ask unanimous consent to 
pass this over temporarily, with permission to return to it, so 
that he may consult the experts and get the kind of amend­
ment he desires. 

Mr. BURTNESS. Mr. Chairman, I feel certain that the 
amendment accomplishes what the gentleman from New York 
[l\lr. MrLLs] said the bill does, namely, provide for tax of that 
portion of the income which is taxable, and certainly the lan­
guage of the bill now does not do what the gentleman from 
New York said it did in his argument. 

Mr. GREEN of Iowa. I did not hear the gentleman from 
New York make his statement, so I do not know what he said, 
but if I am correctly informed as to what he said, I think he 
said something that he did not intend at all. 

The CHAIRMAN. The question is on agreeing to the amend-
ment offered by the gentleman from North Dakota. 

The amendment was rejected. 
The Clerk read as follows: 
(d) In the case of the members of a partnership the proper part of 

each share of the net income which consists of earned income shall be 
determined under rules and regulations to be prescribed by the com­
missioner, with the approval of the Secretary, and shall be separately 
shown in the return of the partnership, and shall be taxed to the mem­
ber as provided in section 218. 

Mr. BLACK of Texas. Mr. Chairman, I offer the following 
amendment, which I send to the desk. 

The Clerk read as follows : 
Amendment offered by Mr. BLACK of Texas: Page 27, line 22, strike 

out lines 22, 23, 24, and 25, and on page 28 strike out all of the lan­
guage on page 28, and on page 29 strike out all of the language down 
to and including line 17, the language stricken out being all of sec­
tion 209. 

Mr. GREEN of Iowa. Mr. Chairman, I make the point of 
order that the amendment comes too late. We are reading by 
paragraphs, and part of the motion is to strike out the first 
paragraph. 

The CHAIRMAN. Does the gentleman from Texas desire to 
be heard? 

Mr. BLACK of Texas. Mr. Chairman, I do not know just 
what the ruling of the Ohair in a case like this would be, but 
I followed the precedent of the gentleman from Arkansas [Mr. 

OLDFIELD], who waited until the previous paragraphs relating 
to capital gain and loss were :finished by perfecting amend· 
ments. He then moved to strike out the whole section. I 
thought that was the logical thing to do. I realize that we 
consider these revenue bills by paragraphs, but inasmuch as 
we were dealing with the whole section, as I understood it, I 
thought the logical thing to do would be to wait until the sec· 
tion was perfected and then move to strike out the whole sec­
tion. That is the only reason I did not attempt to offer my 
motion before that. 

Mr. LONGWORTH. Mr. Chairman, in the case of the gentle· 
man from Arkansas, the only reason why he was permitted to, 
make such a motion was that he had been granted the right to 
do so by unanimous consent. The gentleman from Texas 
plainly violates the rules. 

Mr. BLACK of Texas. l\fr. Chairman, in view of the circum­
stances, I ask unanimous consent that my amendment be now 
considered. 

The CHAIRMAN. The gentleman from Texas asks unanl .. 
mous consent for the present consideration of his amendment. 
Is there objection? 

l\ir. GREEN of Iowa. Mr. Chairman, I am compelled to 
object. 

The CHAIRMAN. Does the gentleman from Texas insist 
upon a ruling from the Chair? 

1\lr. BLACK of Texas. Mr. Chairman, I insist upon the 
amendment. It is up to the Ohair to make the ruling. 

The CHAIRMAN. The Chair is constrained to rule that un· 
der the practice as the Chair understands it, where a bill is 
being read by paragraphs and it is desired to strike out the 
section, the proper thing to do is to move to strike out the sec­
tion in the first place or to wait until the first paragraph is 
read and then move to strike it out, with notice th.at a similar 
motion will be made to each succeeding paragraph as it is 
reached. In view of the matter, in which I am confirmed by 
consultation with the parliamentarian, the Chair is constrained 
to sustain the point of order. 

Mr. CONNALLY of Texas rose. 
The CHAIRl\IAN. For what purpose does the gentleman 

from Texas rise? 
l\fr. CONNALLY of Texas. To make a suggestion on the 

point of order. 
The CHAIRMAN. The Chair has ruled upon it. 
Mr. CO:NNALLY of Texas. I beg the Chair's pardon. I un .. 

derstood he stated he would consult the parliamentary clerk. 
The CHAIR1\.£AN. No; I have consulted him. 
Mr. CONNALLY of Texas. If all the amendments had been 

offered at the same time, the perfecting amendments would 
have been voted on first, and the gentleman from Texas could 
not offer his amendment to strike out until all the other amend­
ments were disposed of. 

The CHAIRMAN. Under the parliamentary situation the 
Chair thinks the point of order should be sustained. 

Mr. GREEN of Iowa. Mr. Chairman, the next section to be. 
read is 212. 

The CHA.IRl\:fAN. The gentleman is right. The Clerk will 
read. 

The Clerk read as follows: 
(a) The term "gross income" includes gains, profits, and income 

derived from salaries, wages, or compensation for personal service 
(including in the case of the President of the United States, the judges 
of t.he Supreme and inferior courts of the United States, and all other 
officers and employees, whether elected or appointed, of the United 
States, Alaska, Hawaii, or any political subdivision thereof, or the 
District of Columbia, the compensation received as such), of what­
ever kind and in whatever form paid, or from professions, vocatfons, 
trades, businesses, commerce, or sales, or dealings in property, whether 
real or personal, growing out of the ownership or use of or interest ln 
such property; also from interest, rent, dividends, securities, or the 
transaction of any business carried on for gain or protlt, or gains or 
profits and income derived from any source whatever. The amount of 
all such items shall be included in the gross income for the taxable 
year in which received by the taxpayer, unless, under methods of ac­
counting permitted under subdivision (b) of section 212, any such 
amounts are to be properly accounted for as of a different period. 
Items of gross income shall be considered to be received in the taxable 
year in which they are unqualifiedly made subject to the demands of 
the taxpayer. 

Mr. BLACK of Texas. l\lr. Chairman, I offer an amendment .. 
The CHAIRMA.i.'l. The gentleman from Texas offers an 

amendment, which the Clerk will report. 
The Clerk read as follows : 
Amendment offered by Mr. BLACK of Texas: Page 24, line 24, after 

the word "whatever" strike out the period and add the following 
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language: "Including interest received upon the ooligations of States, 
Territories, political subdivisions thereof, or the District of Col°:mbia: 
Pro vided, That there shall be excluded from the gross income m the 
ca e of any person owning obligations of States, Territories, political 
subdivisions thereof, or the District of Columbia, the interest of which 
is included in the gross income, the interest on the amount of such 
obligations, the principal of which does not in the aggregate exceed 
$5,000." 

Mr. GREEN of Iowa. l\Ir. Chairman, this proposition has 
already been considered and voted down in a little different 
form. We debated it for a long time, and therefore I ask .unani­
mous consent that all debate on this amendment close m five 
minutes, all the time being allowed to the mover of the moti?n. 

l\Ir. FREAR. I shall object. Here ls a matter. tnyolvmg 
$2,000,000 of securities, and you propose to stop it m five 
minutes . 

.Mr. GREEN of Iowa. Bow long do you want to argue it? . 
The CBAIRM.AN. The gentleman from Iowa asks unam­

mous consent that all debate on this amendment close in five 
minutes all the time to be allotted to the mover of the motion. 
Is ther~ objection? · , 

Mr. LAGUARDIA. I object. 
The CHAIRl\1.AN. The gentleman from Texas [1\Ir. BLACK] 

is recognized. 
l\Ir. BLACK of Texas. l\fr. Chairman and gentlemen, it is 

true that the proposition which is contained in my amendment 
has been argued heretofore, but it is a very important one, and 
it ought to receive the earnest consideration of the House. 

Now if my amendment should be adopted there would be 
added 'to tbe gross income of a taxpayer all interest received 
upon tbe obligations of States, Territories, political subdi~sions 
thereof or thP. District of Columbia, except an exemption is 
O'rar.t:ed to the interest upon an amount of such obligations the 
principal of which does not exceed in the aggregate $5,000. The 
reason why I have written that exception into the amendment 
is that I follow exactly the exemption now allowed to interest 
on $5 000 of bonds of the Government of the United States, 
and it

1 

is in tbe same language as the provisions of the revenue 
act of 1918 as it passed the House of Representatives. The 
Senate did not pai;:s the provision, but nevertheless the House 
clearly expressed its will upon the subject. In that bill we 
undertook to tax the income from these securities, and it was 
supported by the present majority leader, Hon. NICHOLAS Lo G­
WORTH, of Ohio, and it was supported by our honored colleague 
on the Committee on Ways and Means, Hon. HENBY T. RAINEY, 
of Illinois. The bill was in the charge of that gallant and able 
Democrat Hon. Claude Kitchin, of North Carolina, and I have 
copied th~ proviso to my amendment exactly from the provision 
of the bill of 1918. 

The only difference in the whole amendment is-I want to be 
frank and will be frank, of course-the only difference is that 
the blu of 1918 did not seek to tax the interest on these securi­
ties which had been issued prior to the enactment of the bill. 
The tax levied would have applied only to securities issued 
after passage of the act. 

l\Ir. GREEN of Iowa. :Mr. Chairman, will the gentleman 
yield? 

l\Ir. BLACK of Texas. No. I regret I have only five min­
utes, and the gentleman from Iowa has been very technical this 
afternoon in regard to time. 

l\Ir. GREEN of Iowa. Ob, no. 
The CHAIRMAN. The gentleman from Texas declines to 

yield. 
Mr. BLACK of Texas. The proposition that I make is this: 

The House, having voted by a majority vote in favor of taxii:g 
income from these securities in 1918, ought now to adopt my 
amendment and put the precise question up to the Supreme 
Court of the United States for a final decision. 

There is no man in this House who has a more profound re­
spect for the Supceme Court than I, and if that great court had 
ever passed upon this preci e point and had ruled that Congress 
was with<mt the power to levy this tax, then I would not again 
suhmit it to the Hou e. I would recognize, of course, that the 
only way to cure the situation was by a constitutional amend­
ment. But there is not a Member of this House who can fairly 
and justly argue that the precise question has ever been decided 
by the Supreme Court. . 

Now, in the debate in 1918, the gentleman from Illinois [Mr. 
RAINEY] had this to say, found on page 10374 of the CoNGREs­
SIONAL RECO:RD: 

Mr. Chairman, I have no hesitancy in submitting this question to the 
Supreme Court of the United States. 

And then the crentleman from Ohio [1\Ir. LONGWORTH], who is 
now the majority leader of the Hom:;e, made a speech opposing 

the amendment offered by tbe gentleman from Virginia, Gover­
nor :l\.Io_-T.v;oE, who sought to strike out the provision from the 
bill. The present majority leader made a vigorous speech against 
the adoption of the amendment, in which he said: 

Mr. Chairman, I rise in oppositl-0n to the amendment offered by the 
gentleman from Virginia L'Mr. MONTAGUE]. 

It seems to me that there is quite a distinct dltrerence, a very sharp 
difference, between our right to tax the income of municipal bonds 
already outstanding and our right to tax those which shall be issued in 
the future. I myself have very little doubt that we have the power to 
put a tax on the income o! bonds hereafter to be issued. 

Thus spoke Mr. LONGWORTH on September 16, 1918. I do not 
agree with him that there is any distinction whatever in the 
power of Congress to tax the income from these. bonds issued 
after the passage of the act over those issued before the passage 
of the act. Tl.le power of Congress in each case would be just 
the same. I do agree with him, however, that we do have the 
power to tax such income, and therefore I urge the adoption of 
my amendment. 

The CHAIRMAN (Mr. S..L~ERs of Indiana). The time of 
the gentleman from Texas has expired. 

Mr. GREEN of Iowa. l\Ir. Chairman, I move that all aebate 
on this amendment close in 10 minutes. 

The CHAIRMAN. The gentleman from Iowa moves tha.t 
all debate on this amendment close in 10 minutes. 

J.\.lr. FREAR rose. 
The CHAIRMAN. The Chair recognizes the chair'man of the 

committee to make the motion. 
Mr. FREAR. Will the Chair recognize me? 
The CHAIRMAN. The gentleman from Iowa moves that all 

debate on this amendment close in 10 minutes. 
Mr. GREEN of Iowa. Yes; in 10 minutes. It has been dis­

cus. ed over and over again. 
Mr. FREAR. l\1r. Chairman, I move an amendment-that it. 

be made 20 minutes. 
The CHAIRMAN. The gentleman from Wisconsin moves to 

amend the motion of the gentleman from Iowa. and make it 
20 minutes. The question is on agreeing to the amendment 
offered by the gentleman from Wisconsin. 

The question was taken, and the Chairman announced that 
the noes seemed to have it. 

Mr. FREAR. A division, ~Ir. Chairman. 
The CHAIRMAN. A division is demanded. 
The committee divided ; and there were-ayes 90, noes 69. 
So the amendment was agreed to. 
The CHAIRMAN. The question recurs on the motion of the 

gentleman from Iowa as amended. 
The motion of J\.lr. GRF..EN of Iowa as amended was agreed to. 
l\lr. FREAR. Mr. Chairman--
The CHAIRMAN. The gentleman from Wi consin is recog­

nized for five minutes. 
Mr. FREAR. l\Ir. Chairman, I wish to assure the House 

that I do not care to delay its proceedings, but on a matter of 
this importance· it is folly to cut off discussion in 5 minutes 
or 10 minutes and that is the reason why I insisted upon the 
extension of the time for diGcns ·ion. It is like the right of 
petition, and we insist upon it. 

I do not intend to discuss what we have talked over from 
my viewpoint, because I think the House underst~ds quf te 
clearly that practically all of ·, be argument made on either side 
thus far for the cutting down of th0 surtax on these very 
enormous incomes is based on the ground that if we do not do 
this the incomes will be placed in tax-free securities as one of 
the methods of tax escape. ':''m~ is a good argument, and it is, 
to an extent, followed by the state~ent which I have inserted 
in the REcoRn of the man who tried the only case that is 
claimed to be decisive but which was only obiter dicta, the case 
of Evans against Gore. He says this question of tax-free 
securities as we all know, was never tried and never deter­
mined by the court. That case related solely to judges' 
salaries. In addition to that there is the brief of Judge Cor­
win which is a remark~ble brief and covers all the cases affect­
inO' 'the question of tax'lb-1 :::ecurities. If, with all of C1ese 
fa~ts before us we can not say to the Supreme Court, " Decide 
the· question f~irly," then I say frankly we are begging the 
question. If these incomes are being placed in tax-free se­
curities-and we know they are-let us have the court decide 
the question and decide it sql!arely. 

The gentleman from Texas [Mr. l\.1ANSF said to me 
vesterday " When we sold our bonds in Textrs we put that 
condition' in them, and they knew they were to pay taxes." 
That being so, people understand generally that the sixteenth 
amendment to the Constitution meant what it said ; that it 
gave power to tax incomes from whatever source derived. lf 
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that was so, then they at that moment taxed all the incomes 
under laws enacted by Congress, and that being true, no one 
can complain to-day when buying any kind of a security, 
whether it be a sewerage security, a highway security, or what­
ever it may be. They can not complain, because they bought 
with full knowledge under the law. 

We say, of course, we are not going to tax securities; we can 
not touch them, and we do not want to; we want to tax the 
income of the people who to-day are able to evade their just 
taxes, and those most violent in attacking these tax evaders 
are now helping them to escape. 

My good friend from Texas [Mr. BLACK] has put into this 
bill a better proposition than I had, for he exempts from taxa­
tion $5,000 to every bolder. It is right he should do that. 
I do not believe the Supreme Court will turn down this propo­
sition when once fairly presented, but let us give the court a 
chance, especially, as I said the other day, when it involves 
$20 000 000 000 in i::ecurities which affords an avenue of escape 
fro:ri p~y~ent of taxes through tax-free securities. 

l\fr. OLIVER of New York rose. 
The CHAIRMAN. For what purpose does the gentleman 

from New York rise? Is the gentleman in favor of the amend­
ment or opposed to it? 

Mr. OLIVER of New York. I am opposed to the amendment. 
The CHAIRMAN. The gentleman from New York is recog­

nized in opposition to the amendment. 
Mr. OLIVER of New York. Mr. Chairman, I am against this 

amendment on the same principle that I was against the con­
stitutional amendment recently defeated in tbe House. I 
have introduced a proposed constitutional amendment giving 
the Federal Government the power to lay and collect taxes on 
income derived from all Government securities. My amend­
ment reads as follows: 

SECTION. 1. Congress shall have power to lay and collect taxes on 
income derived from securities issued after the ratification of this 
article by or under the authority of any State, but without discrimi­
nation againf't jncome derived from such securities and in favor of 
inco'me derived from securities issued after the ratification of this 
article by or under the authority of the United States or any other 
State. 

SEC. 2. Congress shall provide that moneys collected under said 
power from the income derived from securities issued by any State or 
subdivision thereof shall be returned to the State or subdi'vision which 
Issued the securities and that a.II moneys collected from the income 
derived from securities issued by the Government of the United States 
shall be paid into the Treasury thereof. 

Section 2 of the bill provides that the Federal Government 
shall give back to the States, cities, towns, and villages every 
dollar's worth of tax collected from the income of any State, 
city, town, or village bond, on the theory that by that method 
we would put every income, from every source whatever, under 
a Federal income tax law, but give back to the States, cities, 
towns, and counties, which must raise their il!terest rate be­
cause of a taxation policy, every single dollar the Federal 
Government collects. 

Tlle vice of the bill proposed by the committee, on which we 
voted some time ago, was that it proposed, by a process of 
retaliation, to bring about justice between the States and the 
Federal Government. But retaliation never brought justice 
and can never bring anything but strife. The committee bill 
read as follows : 

SECTIO~ 1. The United States shall have power to lay and collect 
taxes on income derived from securities issued after the ratification 
of this article by or under the authority of any State, but without 
discrimination against income derived from such securities and in 
favor of income derived from securities issued after the ratification of 
this article by or under the authority of the United States or any 
other State. 

SEC. 2. Each State shall have power to lay and collect taxes on 
income derived by its residents from securities issued after the ratifi­
cation of this article by or under the authority of the United States, 
but without discrimination against income derived from such securities 
and in favor of income derived from securities issued after the ratifi­
cation of this article by or under the authority of such State. 

The fallacy of that plan is that in endeavoring to put all citi­
zens on an equality before the income tax laws it created the 
greater evil of putting State and local government at the mercy 
of the FederaJcGDvernment. The power given to the State gov­
ernments to rebtliate on the Federal Government would never 
be used in time of war, and I do not think, since but a few 
States have income tax laws, that it is a power equal to that 
conferred on the Federal Government. Now, the proposition is 
contnined in the amendment offered by the gentleman from 

Texas [Mr. BLACI<] to permit the Federal Government to keep 
all the tax it collects, even though local government is made 
more expensive by the power to tax. He proposes to tax the 
income from all State and city bonds and give the whole thing 
to the Federal Government. I do not see why States, cities, and 

, towns should pay a subsidy to the Federal Government. The 
report of the Committee on Ways and Means advocating their 
constitutional amendment said that they proposed to tax State 
and city bonds because the States, cities, towns, and counties 
are living on a subsidy from the Federal Government due to 
tax exemption of their securities, and they proposed to make the 
States pay a subsidy to the Federal Government for all time 
in order to cure that evil. I am against that, and I am going 
to offer this proposal at the proper time to the platform com­
mittee of the Democratic Party as the only fair method of 
solving the tax-exempt income evil; in other words, I do not : 
believe there is any other method except by making the Federal 
Government a collection agency for the States. 

Mr. LAGUARDIA. Will the gentleman yield? 
Mr. OLIVER of New York. Yes. 
Mr. LAGUARDIA. Would not the gentleman's amendment 

destroy the marketability of municipal bonds and also increase 
the rate of ·interest? 

Mr. OLIVER of New York. No; but I perfectly agree with 
the gentleman that there is going to be some evil in it, but 
not as much as be suggests, but whatever evil there is will be 
corrected in the greatest degree by returning to the States, cities, 
and towns every dollar of tax collected. The Federal Govern­
ment would not be collecting all the taxes and spending them 
for Federal purposes when the people of the States and cities 
are themselves :financing their investments at a higher rate be­
cause of the Federal tax. I voted against the committee bill 
largely for the reason that the committee bill did a gross injus­
tice to local government. 

l\lr. LAGUARDIA. Does not the gentleman believe that 
with the development of public utilities by municipalities which 
must take place in G1e next 10 or 15 years to destroy these 
exploiting public-service corporations, it would be better to 
leave it as it is? 

Mr. OLIVER of New York. It might be, but I suggest this 
amenument because of the great vote, almost a two-thirds 
vote for the committee bill in the House recently. If they are 
going to carry through a tax-exempt amendment-and all in­
dications show that some day they will succeed-we have 
got to carry through a sensible one that does the minimum of 
harm to the State and city governments. 

The object to be obtained is to bring the income of every 
citizen under one uniform tax law, the Federal income tax law. 
There is no need to change the relation between State and 
Federal Government in order to accomplish this simple object. 
The object can be secured as I have suggested. The evil it 
will do to State and local government is very small. Whatever 
tax is collected they will receive as compensation for the ri e in 
interest rate on their bonds. No system is perfect. No system 
is without evil, but the plan I have suggested can be adopted 
with little or no financial loss to any government and with no 
gain to either State or Federal Government at the expense of 
each other. State sovereignty will be preserved under my plan 
and the Federal Government will receive the revenue collected 
from a tax on the securities which the Federal Government 
issues. Thus, no citizen escapes the payment of his ta~ no 
State or local government is made subject to the Federal Gov­
ernment. l\iy plan gives the Federal Government the power to 
tax without the power to destroy. 

Mr. LITTLE. Mr. Chairman, I move to strike out the last 
word. [Applause.] 

The CHAIRMAN. The gentleman from Kansas is recognized. 
Mr. LITTLE. Mr. Chairman and gentlemen, I do not know 

of any more desperate situation in this country than the 
ability of men of great fortunes to escape paying taxes. I am 
sorry to hear the distinguished Chairman object to further 
consideration ,of the question. I do not know of anything we 
have in our minds that more needs discussion. Every subject 
that has been before us this week has been discussed over and 
over many times. I hope you will keep on discussing this ·tlntil 
somebody evolves a method of meeting it, and that it will not 
be stopped by any point of order. I heard somebody remark 
a moment ago that the discussions did not bring anything new. 
I ran across some facts-and I think a few facts will not hurt 
this discussion, either-about the English method of collecting 
taxes. I find that the Guinness brewery in J 921 made 
$76,000,000 in profits. The Government collected $60,000,000 
and more of excise and license duties and $7,000,000 of iu<'ome 
and excess profits taxes, a total tax of $67,794,000. Those 
people had just $7,583,000 left out of a total of $76,374,000. 
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:Mr. LAGUARDIA. What year? 
Mr. LITTLE. 1921. This was a total of $67,000,000 col­

lected out of $76,000,000. 
1\1r. LAGUARDIA. Will the gentleman yield? 
1Ur. LITTLE. Excuse me, I can not yield now. That left 

$7,000,000. The tax paid out in that case was 90 per cent. 
The people retained about 10 per cent of their income. What 
are these people crying about that pay the taxes we have 
heard of in the last week. We do not know how to tollect 
taxes, and I -hope the discussion will go on until we have a 
chance to find out a way. 

You can now begin to pay your income taxes or get ready 
to pay inheritance taxes when you are dead. Will you pay now 
or leave it to your children to pay? This question has got 
to be solved, gentlemen, some way or other, and if you men 
can not pay your taxes alive, you can pay them when you are 
dead. 

We now levy a 50 per cent inheritance tax, 25 per cent here 
and 25 per cent in some of the States. They can take half 
you have now in that way. Why do you not prefer to pay 
your income tax now? 

I should think any ordinary citizen, any brilliant genius of 
finance, would rather pay a good, stiff income tax each year 
than to pay an enormous inheritance tax after he is dead. 

On page 2442 of the CONGRESSIONAL DAII.Y RECORD of Feb­
ruary 14, 1924, the gentleman from New York said tllat under 
the Mellon plan the total tax reduction would be $233,000,000; 
that of this tax reduction only 3 per cent would go to incomes 
of over $100,000. Three per cent of $233,000,000 is $7,000,000 
in round numbers. The gentleman from New York thus in­
dicates that those paying taxes on incomes of oYer $100,000 
will gain $7,000,000 a year if the Mellon plan goes into effect. 
If it goes into effect, their surtax is reduced by 50 per cent. 
If $7,000,000 is 50 per cent of the surtax they pay, the total 
surtax they pay is $14,000,000 in round numbers, but their 
surtax is 50 per cent of their total income, and therefore 
their total income is about $28,000,000 a year. If we estimate 
that they have been making a 10 per cent income on the capital 
they have invested, that capital would be approximately $280,-
000,000. That is a fair and reasonable estimate. They wish to 
be protected hereafter so that they will only pay a $7,000,000 
surtax on a probable investment of $280,000,000 here in America. 
Similar people in England pay $67,000,000 in taxes on a $76,-
000,000 income. They pay 90 per cent in England as compared 
with 25 per cent in this country if this bill bad become a law 
as reported by the committee. 

If we had applied the English law to those $28,000,000 ad­
mitted taxable incomes, we would have collected $25,200,000, 
instead of only $7,000,000. It does seem to be much harder to 
squeeze the American eagle than the English pound sterling, 
so the Englishmen borrow our money to take care of their 
soldiers and big money says, "The war is over. Discontinue 
the war taxes." Yes; the war is over for the present, but 
the war debts are not. " The tumult and the shouting dies, 
the captains and the kings depart," but the $20,000,000,000 
debt is still unpaid and can only be paid by the taxes of this 
country. An immense portion of these great fortunes was 
made during the Great War while the boys were at the front. 
A too great ·proportion was made by dishonest profiteers who, 
equally dishonest in peace or war, now seek to avoid paying 
their just debt to the Government. The crippled soldiers are 
still discharging their war debts. 

The gentleman from Massachusetts told us the other day 
that you can not tax anything that can run away. The crip­
ples can not run away, and the mortgage the war put on them 
ls still a lien. There were many great incomes present after the 
war, and the principal reason they do not appear on the tax 
records is because their owners are perjured scoundrels. If 
we place them in the penitentiary, they will not run away and 
we will collect those taxes. There is no man in this House who 
believes that those great fortunes are all in tax-exempt securi­
ties. Those men have become outlaws in this land and long 
since ceased to be entitled to any consideration from the tax 
collector and the sheriff. 

The gentleman suggested that I advocated the doctrine of 
force. Why, certainly. I go further. I advocate the doctrine 
of confinement until the goods are delivered in the Treasury. 
Gentlemen, let us apply the ordinary principles of common sense 
and justice to dishonest men who seek to evade the law and 
take advantage of its technicalities, which give no aid for the 
soldiers' families. \Ve must teach these men a higher code of­
bonor. There is no better protection for their wealth and for 
this great Nation than the demonstration by the Republic that 
it is determined its soldiers shall l!Jlve just and generous c_qn-

sideratlon. This Congress should definitely determine that the 
soldiers of this country stand higher in its esteem than the -
money changers. 

The lessons of the last five years, the lessons of the war, 
should teach every man that the world has changed tremen­
dously as a result of this Great War. People are no longer 
standing saddled and bridled to be ridden by wealth and power. 
Hereafter great majorities, not great wealth, will rule. See 
that you learn that fact before it is too late, before 80 per cent 
inheritance taxes have been utilized to pay off the war debts of 
this country. My views on this subject have not changed since 
May 29, 1917, when I made a very brief speech here on the tax 
bill then under discussion, which I shall probably republish in 
the same pamphlet in which this little talk will appear. 

Patriotism, honor, and valor are the bulwark of this Nation, 
not money bags. The world is almost at peace, but in the 
silent watches of the night when the rains are on the roofs 
you can still bear in the distance the beat of muffled drums to 
which march with measured tread those who are dead already 
and those who are yet to die for this great Republic. 

1\Ir. GREEN of Iowa and Mr. GELLER rose. 
The CHAIRl\.IAN. The gentleman from Iowa, chairman of 

the committee, is recognized. 
Mr. GREEN of Iowa. Mr. Chairman, this is a subject that 

a few days ago we devoted several hours to and by a very de­
cided majority voted down. This is submitted in just a little 
different form. The gentleman from Texas talked about my 
being technical. I have been, as I have always been with 
all Members of the House, more than fair, and ha\e given them 
this time when they are not entitled to anything here, because 
it has already been submitted. 

Now, gentlemen, what is this proposition? It is simp1y a 
proposition in defiance of the law of the United States as it 
stands to-day, in defiance of the faith and credit extended by 
the several States, to proceed to put a tax not only upon all 
State and municipal securities that are to be issued in the 
future but also upon all those that have been heretofore issued. 

Mr. CONNALLY of Texas. Will the gentleman yield? I am 
with him on this proposition. 

Mr. GREEN of Iowa. Yes. 
Mr. CONNALLY of Texas. How much does the gentleman 

from Iowa calculate we would raise the interest rate on these 
securities issued in the future if we adopted this amendment? 

Mr. GREEN of Iowa. Let me tell the gentleman just what 
effect it would have. It would raise the rate, I do not know 
just how much, but a certain percentage on all the issues for 
the next two years, until the case got before the Supreme · 
Court and had been decided against them. Then it would 
bring in nothing to the Government, and all the money col­
lected would have to be refunded, and the only result would be 
that the States and municipalities who bad issued the securities. 
would have to pay, in the meantime, an additional rate. If 
any of you gentlemen on that side want to vote for that propo­
sition, you can do so. 

Mr. BLACK of Texas. Will the gentleman yield? 
Mr. GREEN of Iowa. Yes. 
Mr. BLACK of Texas. Did not the gentleman oppose the 

amendment of the gentleman from Virginia [l\lr. MONT.A.GUE] 
to strike it out in 1918? 

Mr. GREEN of Iowa. To strike what out in 1918? 
Mr. BLACK of Texas. To strike out a provision taxing the 

interest from State and municipal securities. Was the gentle­
man not one of those who opposed the amendment? 

Mr. GREEN of Iowa. Let me ask the gentleman a question. 
The gentleman stated awhile ago that this was in the 1918 law. 
The gentleman had better read the 1918 law, because there is an 
express provision in that law exempting them. 

Mr. BLACK of Texas. I said it was in the 1918 bill as it 
passed the House, but it did not pass the Senate. 

Mr. GREEN of Iowa. Of course, it did not pass the Senate. 
Mr. BLACK of Texas. It passed the House and the gentle­

man voted for it. [Applause.] 
Mr. GREEN of Iowa. But wait a moment. What was the 

situation at that time? Had the case of Evans against Gore been 
decided by the Supreme Court at that time? The gentleman 
knows it had not. The case that covers this matter had not 
been decided at that time. 

Mr. FREAR. Will the gentleman yield? The gentleman who 
tried that case in the Supreme Court says it did not decide it 
and that it was obiter dicta and had no relation to it. 

Mr. GREEN of Iowa. The gentleman from Wisconsin has 
made that statement so many times that I suppose he believes it. 

Mr. FREAR. That is the reason I am citing it to the ge_ntle- . 
man. 
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~~ Mr. GREEN of Iowa. The gentleman has cited as his au· l\Ir. LAGUARDIA. Yes; and they are worth it. You get 
thority the man who tried that case and lost it when he ought an honest, independent judge and he is worth $25,000. I hope 

'·to have won it. If that suits him as an authority, very well. to see the time that the House will give very serious con· 
Mr. FREAR. It was on a different principle involved, en· slderation to giving the Federal judges a reasonable and suffi· 

}:irely. clent salary. Pay the Federal judges a decent salary and 
Mr. CELLER. l\Ir. Chairman-- we may get the right kind of an independent man to take 
The. CHAIR.l.\IAN. There is one minute remaining and the the job. 

gentleman from New York is recognized for one minute. l\Ir. KNUTSON. Will the gentleman yield? 
l\Ir. CELLER. Mr. Chairman and gentlemen of the com· Mr. LAGUARDIA. Yes. 

mittee, I do, indeed, admire the enthusiasm and persistence of Mr. KNUTSON. Is the gentleman trying to build up a tax· 
·the gentleman from Wisconsin [l\Ir. FREAR] and the gentleman exempt class in this country? 
·from Texas [Mr. BLACK], but I am afraid that enthusiasm Mr. LAGUARDIA. Oh, no; the gentleman knows I would 
end that persistence is entirely misguided. We would, indeed, not advocate that. 
13tultify ourselves if we would adopt this amendment, the prin· The Clerk read as follows: 
ciple of which was denounced by the Supreme Court of the (b) The term "gros Income" does not include the following items, 
:United States, and it is idle for us to keep arguing and talking which shall be exempt frnm taxation under this title: 
about this question over and over again. We get nowhere Cl) The proceeds of life insurance policies paid upon the death of 
whatsoever. I say to the gentleman from Wisconsin that it the insured; 
was not obiter dicta with reference to the decision of Evans (2) The amount received by the insured as a return of premium or 
'against Gore. That case squarely decided the proposition that premiums paid by him under life insurance, endowment, or annuity 
within the realm of the sixteenth amendment you could not contracts, either during the term or at the maturity of the term men­
tax, and this body had no power to tax, any new or excepted tioned in the contract or upon surrender of the contract; 
subjects, subjects which the Congress had not power to tax (3) The value of property acquired by gift, bequest, devise, or 
before that decision, and just as Congress could not cause a descent (but the income from such property shall be included in gross 
diminution of the salary of a Fed~ral judge, Congress could income) ; 
not tax the instrumentalities of a State, such as the income (4) Interest upon (A) the obligations of a. State, Territory, or any 
from tax-exempt securities. political subdivision thereof, or the District of Columbia; or (B) securi-

The CHAIRMAN. The question is on the amendment offered ties issued under the provisions of the Federal farm loan act, or under 
by the gentleman from Texas [l\Ir. BLACK]. the provisions of such act as amended; or · (C) the obligations of the 

The question was taken; and on a division (demanded by Mr. United States or its possessions. Every person owning any of the 
BLACK) there were--ayes, 47, noes 115. obligations or securities enumerated in clause (A), (B), or (C) shall, 

So the amendment was rejected. in the return required by this title, submit a statement showing the 
l\Ir. NE'VTON of l\linnesota. l\Ir. Chairman, I move to number and amount ol such obligations and securities owned by him 

strike out the last word. Section 213 proYides for taxing the and the income received therefrom, in such form and with such informa· 
salary of the President of the United States and various Fed· tion as the commissioner may require. In the case of obligations of 
eral judges. No provision ls made that it is to apply only to the United States issu<>d after September 1, Hl17 (other than postal 
those who have taken office following the enactment of the law savings certificates of deposit), the interest shall l>e exempt only if and 
making their income subject to the tax. to th~ extent provided in the respective acts authorizing the issue 

l\lr. GREEN of Iowa. I will say that it is the same as the thereof as amended and supplemented, and shall be excluded from gros 
pre ·ent law, and of course it dates back to the enactment of income only if and to the extent it is wholly exempt to the taxpayer 
the pre ent law and applies to those appointed since. from income taxes; 

Mr. 1\"EWTON of l\!innesota. So it is necessary if the judge (5) •.rhe income of foreign governments received from investments 
wa appointed before February 24, 1919, when the provision in the United States in stocks, bonds, or other domestic securities, 
was first enacted, for him to make an express claim for ex· owned by snch foreign governments, or from interest on deposits in 
emption on the ground that the tax constitutes a diminution of banks in the United States of moneys belonging to such foreign govern-
his salary. ments, or from any other source within the United States; 

l\Ir. GREEN of Iowa. Yes. (6) Amounts received, through accident or health insurance or under 
Mr. NEWTON of l\Iinnesota. I want to make another ob· workmen's compensation acts, as compensation for pe.rsonal injuries or 

serYation in reference to the case of Evans v. Gore (253 U. S.). sickness, plus the amount of any damages received whether by suit or 
It is established by Evans against Gore in the majority opinion agreement on nccount of such injuries or sickness; 
that the taxing of the salary of a Federal judge who was in office (7) Incom~ derived from any public utility or the exercise of any 
when the law is passed is a diminution of that salary, and there- essential governmental function and accruing to any State, Territory, 
fore in violation of section 1 of Article III of the Constitution. or the District of Columbia, or any political subdivision of a State or 
There can be no question about that. Now, then, section 1 of Territory, or income accruing to the Government of any possession of 
Article II of the Constitution of the United States provides that the united States, or any political subdivision thereof. 
the . alary of the President of the United States shall neither be V'inenever ::i.ny State, Territory, or the District of Columbia, or any 
diminished nor increased during his term of office. If the tax· political subdivision of a State or Territory, prior to September 8, l!)lG, 
ing of the income of the President is a diminution of his salary, entered in good faith into a contract with any person, the object and 
then it "ould appear to follow that a reduction in the tax dur- purpose of whlcll is to acquire, construct, operate, or maintain a public 
ing his term is an increase of the salary in accordance with the utility, the tax upon the income from the operation of such public 
majority opinion of the Supreme Court in Evans against Gore. utillty shall be collected and paid in the manner and at the rates pre-

! merely call it to the attention of the House. The dissent- scribed in this title; but there shall be refunded to such State, Tern­
ing opinion of Judge Holmes and Judge Brandeis seems to me tory, or political subdi>isicn thereof, or the District of Columbi.ll., under 
to be more logical and better law and more in keeping with the rules and rei:;ulations to be prescribed by the commissioner, with tbe 
situation. If anyone should raise the question after this re- appro•al of the Secretary, a pa.rt ot such tax equal to the amount by 
du tion becomes law, it seems to me the cou:rt would have dif- which the share of the income from the operation of such public utility 
ficulty in not holding that the reduction was in a constitutional accruing to such State, Territory, or political subdivision thereof, or the 
sense an increase in the salary of the President of the United District of Columbia, was reduced by the imposition of such tax ; 
States during the period for which he was elected. (8) The income of a nonresident alien or foreign corporation which 

Mr. GREEN of Iowa. I do not agree with the gentleman, consists exclusively of earnings derived from the operation of a ship 
and if I did it would not make any difference as to the pro- or ships documented under the laws of n foreign country which grants 
,visions in this paragraph. an equivalent exemption to citizens of the United States and to cor-

1\Ir. NEWTON of 1\linnesota. My purpose was to make an porations organized in the United States ; 
additional comment on the decision in Evans against Gore with (9) .Amounts received as compensation, family allotments and allow-
:Which, as the Hou e know , I have not been in accord. ances under the provisions of the war risk insurance and the voca-

Mr. LAGUARDIA. l\Ir. Chairman, I move to strike out the tional rehabilitation acts, or as pensions from the United States for 
last two words. With reference to taxing the salary of United service of the beneficiary or another in the military or naval forces ~r 
States judges, I want to say that it is about time that we the united States in time of war; 
gave the Federal judges a decent living salary instead ·Of (10) The amount received by an individual betore .January 1, 1!>27, as 
taxing and taking away a part of the measly salary that they dividends or interest from domestic building and loan associations, sub­
get now. In New York City we pay the judges of the supI,"eme I s.tantially all tbe .bu iness of which. is confined to making loans. to mem-
court $17,500. bers, but the amount excluded from gross income under this paragrnpl.i 

Mr. CELLER. And they are asking for $25,000. · in any taxable year shall not exceed $300 ; 
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(11) .The rental value of a dwe111ng house and appurtenances thereof 

furnished to a minister of the gospel as part of his compensation; 
(12) The receipts of shipowners' mutual protection and indemnity 

associations. not organized for profit, and no part of the net earnings of 
which inures to tbe benefit of any private shareholder; but such cor­
porations Shall be subject as other persons to the tax upon their net 
income from interest, dividends, and rents; 

(13) In tbe case of an individual, amounts distributed as uividends 
to or for his benefit by a corporation organized under the China trade 
act, 1922, if, at the time of such distribution, be is a citizen of China, 
resident therein, and tlle equitable right to the income of the shares of 
stock of the corporation is in good faith vested in him. 

Mr. l\fcKEOWN. l\Ir. Chairman, I offer the following amend­
ment. 

The Clerk read as follows: 
Page 38, line 15, after the semicolon, insert a new section as fol­

lows : 25 per centum of all incomes de:rived from C':beap sanitary dwell­
ings rented to families h1.tving more than two children undf'r 16 
years of age: Provided, That two-thirds of the apartments in such 
dwelling must be used for housing families having children. 

Mr. l\IcKEOWN. 1\fr. Chairman and gentlemen of the com­
mittee, this amendment may seem to you rather sh·ange. I 
have no place in my district that it applies to, and I have no 
constituent that would be benefited by it. I want to call the 
attention of Congress to the great necessity now existing in 
the United State for sanitary cheap dwellings for workmen 
with families. One of the great troubles is that a man with a 
family can not find a place to live, either within reach of his 
means or he is barred because he has children. Now there is 
nothing socialistic in this proposition, because for years it has 
been the law in other ~ountries that the people who have money 
to invest have been encouraged by tax exemption to invest in 
buildings of this character. It is needed in the great cities 
in this country, and the language used, " sanitary cheap dwell­
ings," will cover apartments. I do not want any man to secure 
25 per cent allowance on an income because be could rent one 
apartment in his apartment house, but he must let at least 
two-thirds of the tenement to families having more than two 
children. Perhaps you think it is rather novel, but you have 
not given attention to it. I say to you now that the great need 
in this country to-day is the housing of people of small means 
as well as those of medium. One-third of every dollar paid out 
in Washington by the Government goes to the landlords .. 

If you want to know how much money is spent in Wash­
ington for rents, just take the amount of money that-is paid 
in salaries in this city, and you will find that one-third of it 
goes to the landlords. Rents throughout the country have 
gone up 80 per cent since 1917. This matter is no light mat­
ter. We are here to legislate for the benefit of all of the 
people of the country, and I say to you that you let the people 
of the country, who are unable to protect themselves, live in 
tenement houses from which com·e boys growing into man­
hood, who have no chance in life, and conditions that grow 
some citizens who may cause a great deal of trouble in this 
country. They have no chance; they are growing up under 
environments which are likely to make them dangerous citi­
zens. Yet we sit here in the Congress and pay no attention 
to it. You may vote down this arn·endment promptly, because 
it has not had the consideration of the committee. Yet the 
language of the amendment is drawn from the law as it is 
in effect in other countries where it has proven of great 
benefit. I am asking that you make this exemption, not 
that I know of a single instance where it will apply, but 
as an inducement to philanthropic men, to men of great 
wealth, to construct these buildings so that these people can 
have a place in which to live. 

l\fr. BOYLAN. l\.1r. Chairman, will the gentleman yi<..:!ld? 
l\fr. McKEOWN. Yes. 
Mr. BOYLAN. I am in thorough sympathy with the amend­

ment proposed by the gentleman, but I think there should be 
a more complete definition or restriction. For instance, the 
gentleman should specify what he means by "sanitary" and 
what be means by "cheap." I think he should put a limit 
upon the total value of the building. In the city of New 
York we have exempted buildings to a certain extent. I think 
there would be a limitation placed upon the value ·of each 
building. 

Mr. l\IcKEOWN. In reply to that, I might say that the 
gentleman now touches upon one thing that is a great wrong 
in respect to our laws to-day. Instead of writing down plain, 
everyday language so that everyday American citizens may 
understand what we mean, so the courts can understand what 
we mean, we undertake to enter the realm of definitions. 

The CHAIRMAN. The time of the gentleman from Okla­
homa has expired. 

l\Ir. McKEOWN. Mr. Chairman, I ask unanimous consent 
to proceed for two minutes more. 

The CHAIRMAN. Is there objection? 
There was no objection. 
Mr. l\fcKEOWN. Every man in this House knows and nery 

citizen in this country knows what a cheap house is, and 
what a sanitary house is. We write too many statutes with 
too many definitions in them, until it is so that :nobody can 
tell, layman or court, what we mean by our language. If we 
would simplify the language in which we write our laws we 
will get along very much better. 

Mr. BOYLAN. Mr. Chairman, will the gentleman yield? 
Mr. l\lcKEOWN. Yes. 
Mr. BOYLAN. I am in thorough sympathy with the amend­

ment of the gentleman, but I would like to see it couched in 
such language that it will be productive of some good. 

1\Ir. l\'CcKEOWN. This is the language that is used in other 
statutes. It is also similar to the language used in the French 
act, which went into effect many years ago. Of course I take the 
gentleman's suggestion seriously. If one wanted to go to work 
and draw a bill embodying this idea, one could very well do so. 
but this is a simple exemption of 25 per cent on the incomes of 
men who will invest their money in sanitary, cheap houses for 
persons with children. It is a shame that in the city of Wash­
ington one can not get a place for himself and family for no 
other reason than that there are children in the family. Get 
out and try to get an apartment, and the first question that will 
be asked will be how many children you have. If you have any, 
you are barred. 'J~bat ought not to be permitted in Washington 
ur in any other place. [Applause.] 

Mr. GREEN of Iowa. l\Ir. Chairman, I sympathize with the 
purpose of my friend from Oklahoma, but I think the House wiU 
take him at his word and vote this amendment down very 
quickly and promptly. The fact of the matter is that, outside 
of the merits of the question, the amendment offered by the 
gentleman is absolutely impossible of administration. There 
is no way of determining whether it be a cheap house or a 
sanitary house. If there was, it would draw an unfair com-
parison between that and more expensive dwellings. • 

Mr. CHINDBLOl\I. That would not be any harder than to 
determine the capital investment of a farmer or a small mer­
chant. 

Mr. GREEN of Iowa. But that question has been passed 
over. 

l\fr. BOYLAN rose. 
Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con­

sent that all debate upon this amendment and all amendment.I 
thereto close in five minutes. 

The CHAIRMAN. Is there objection? 
There was no objection. 
Mr. BOYLA..i~. Mr. Chairman, I think this is a really serious 

amendment, and that it should not be shouted down by merely 
saying that it is not serious. What is closer to us than to 
provide for housing conditions? First we must have food and 
clothing, and necessarily that must be followed by proper hous­
ing conditions. In the city of New York we have endeavored 
to solve this problem by providing an exemption in respect to 
the cost of buildings to a certain amount in order that addi­
tional facilities might be provided and in order that encourage­
ment might be given to building. The greatest asset to the 
country to-day iF3 the childrep of the country. (Applause.] 
Why should we not cater to anything or any means to bring 
about better living conditions for the children of these United 
States? Why not have cheap sanitary dwellings, providing that 
families with children should have the preference? What 
greater incentive could be given to capital than an exemption 
of this kind? This is a serious proposition, and I believe that 
the amendment should prevail. It will show that we are in 
favor of helping the main bulwark and asset of our civiliza­
tion in this country, and it would tend to create a better citi­
zenship as these children grow up_ The amendment is humane, 
and to my mind it is germane to the bill now under discussion. 
Nothing better could be done than to adopt this splendid, hu­
manitarian amendment proposed by the gentleman from Okla­
homa. [Applause.] 

The CHAIRJ\.fAN. The question is on the amendment of­
fered by the gentleman from Oklahoma. 

The question was taken; and on a division ( demamled by 
Mr. McKEowN) there were-ayes 76, noes 84. 

The CHAIRMAN. The Clerk will read. 
Mr. McK_EOWN. Mr. Chairman, I ask for tellers. 
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The CHAIRMAN. The gentleman is within hls rights. 
Does the gentleman ask for tellers 'l 

·:!\Ir. McKEOWN. Yes. 
The CHAIRMAN. Tellers are demanded. 
Tellers were ordered, and the Chair appointed Mr. MoK.EowN 

and Mr. G REEN of Iowa to act as tellers. 
The committee again divided: and the tellers reported-ayes 

71, noes 108. 
So the amendment was rejected. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows : · 

DEDUCTIONS ALLOWED INDIVIDUALS. 

SEC. 214. (a) In computing net income tbei·e shall be allowed as 
cleductions : 

(1) All the ordinary and necessary expenses paid or incurred during 
the t axable year in carrying on any trade or business, including a 
reasonable allowance for salaries or other compensation for personal 
services actually rendered ; traveling expenses (including the entire 
am ount expended for meals and lodging) while away from home in 
the pursuit of a trade or business ; and rentals or other payments 
required to be made as a condition to the continued use or possession, 
for purposes of the trade or business, of pr~werty to which the tax­
payer has not t aken or is not taking title or in which he bas no equity; 

l\Ir. J.ACOBSTEIN. Mr. Chairman, when shall I have the 
rigllt to offer an amendment'/ 

The CHAIRMAN. ~he gentleman will have the right to 
offer an amendment to that paragraph at the end of the read­
ing of the paragraph, namely, at the ,end of the section num-
bered as (a) on page 43. · 

1\lr. JACOBSTEii:J. I can offer it at that time as if it were 
offered after the paragraph? 

The CHAIRMAN. Yes; that is correct. The Clerk will 
proceed \vi.th the reading. 

IT'be Clerk · read as follows : 
(2) All interest paid or accrued within the taxable year on in­

debtedness ; 
(3) Taxes paid or accrued within the taxable year, except (A) 

income, war-profits, and excess-profits taxes imposed by the authority 
of the United States, (B) so much of the income, war-profits, and 
exc~s -profits taxes imposed by the authority of any foreign country 
or possession of the United States as is allowed as a credit under 
section 222, (C) taxes assessed against local benefits of a kind tending 
to increase the value of the property assessed, and (D) taxes imposed 
upon the taxpayer upon his interest as shareholder of a corporation 
which are paid by the corporation without reimbursement from the 
taxpayer. For the purpose of this paragraph, estate, inheritance, 
legacy, and succession taxes accrue on the due date thereof, except 
as otherwise provided by the law of the jurisdiction imposing such 

taxes; 
( 4) Losses sustained during the taxable year and not compensated 

for by insurance or otherwise, if incurred in trade or business ; 
( 5) Losses sustained during the taxable year and not compen­

sated for by insurance or otherwise, if incurred in any transaction 
entered into for profit, though not connected with the trade or busi­
ness ; bnt in the case of a nonresident alien individual only if the 
profit, if such transaction had resulted in a profit, would be taxable 
under this · title. No deduction shall be allowed under this paragraph 
for any loss daimed to have been sustained in filly sale or other dis­
position -of shares of stock or securities where it appears that within 
SO days before or after the date of such sale or other disposition the 
taxpayer has acquired (otherwise than by bequest or inheritance) 
or has entered into a contract or option to acquire substantially 
identical property, and the propercy so acquired iB held by the tax­
payer for any period after -such sale or otber dlspositl-0n. If sucll 
acquisition or -the contract or option to acquire is to the extent ot 
part only of substantially identical property, then only a proportionate 
part of the Joss shall be disallowed ; 

(6) Losses sustained during the taxable year of property not con­
m~eted with the trade or business (but in the case of a nonresident 
alien individual only property within the United States) it arising from 
fire , st<>rms, shipwreck, or other casualty, or from theft, and i1 not 
compensated fO'r by insurance or otherwise. The basis for determining 
the amount .of the deduction .under this paragraph, or paragraph 
( 4) or ( 5), shall be the same as is provided. in section 204 for deter­
mining the ga.in or loss from the sale or other disposition of property. 

(7) Debts ascertained to be worthless and charged otr within the 
taxable year (or, in the discreticm. of the commissioner, a reasonable 
addition to a reserve for bad debts) ; and when satisfi~d that a debt 
.ts recoverable only ln part the commissioner may allow such debt to be 
charged off in part. 

(8) A reasonable allowance ,for the exhaustion, wear, and tear o! 
property used in trade or busin~, including a reasonable .allowance 
fot· obsolescence. 

(9) In the -ease of mines, oil and gas wells, other natural deposits, 
and tlmbei-, a reasonable allowance for depletion and for depreciation 
of improvements, according to the peculiar conditions in ea.ch case; 
such reasonable allowance in all cases to be made under rules and 
regulations to be prescribed by the commissioner, with the approval of 
the Secretary. In the case of leases the deduction allowed by this para­
graph shall be equitably apportioned between the lessor and lessee. 

(10) Contributions or gifts made within the taxable year to or for 
the use of: (A) The United States, any State, Territory, or any politi­
cal subdivision thereof, or the District of. Columbia., for exclusively 
public purposes; (B) any corporation, or community chest, fund, or 
foundation organjzed and operated exclusively for religious, cbarit.al>le, 
scientific, literary, or educational purpos~, or for the prevention of 
cruelty to children or animals, no ~ of the net earnings of whlch 
inures to the benefit of any private shareholder or individual; (C) the 
special fund for vocational rehabilitation authorized by section 7 of the 
vocational rehabilitation act; or (D) posts or organizations of war 
veterans, or auxiliary units or societies of. any such posts or organiza­
tions, if such posts, organizations, units, or societies are organized in 
the United States or any of its possessions, and if no part or their 
net earnings inure.~ to the benefit of any private shareholder or indi­
vidnal, to an amount which in all the above cases combined does not 
exceed 15 per cent of the taxpayer's net income as computed without 
the benefit of this paragraph. In case of a nonresident alien indi­
vidual this deduction shall be allowed only a.s to contributions or gifts 
made to domestic corporations, or to community chests, funds, or 
foundations created in the United States, or to such vocational rehabili­
tation fund. Such contributions or gifts shall be allowable as deduc­
tions only if verified under rules and regulations prescribed by the com­
missioner with the approval o! the Secretary. 

Mr. JACOBSTEIN. . .l\Ir. Chairman, I offer an amendment. 
The OHAIRMAN. The gentleman from New York offers an 

amendment, which the Clerk will report. 
'.rhe Clerk read as follows: 
Amendment offered by Mr. J" ACOBSTEIN : Page 39, . Une 24, after the 

semicolon following the word " equity" insert " all necessary expen es 
actually paid during tbe taxable year to physicians, nurses, hospitals 
for medical or surgical treatment, attendance, or service to the tax':. 
payer or the members of his immediate family." 

Mr. JACOBSTEIN. Mr. Chairman, the purpose of this 
amendment is to enable people to deduct from their individual 
income tax some of the expense incurred in maintaining health. 
You have beard a section read in which business men and 
manufacturers are entitle( to deduct from their income ex­
penses incurred in maintenance, cepreciation, repair, and so 
forth, of machinery. Is it not more than fair that individuals 
be permitted to d~duct from their income the sums of money 
spent in maintaining health 'l 

To cover this item, the amendment reads, on 1age 39: "That 
all necessary expenses actually paid to physicians, nurses, hos­
pitals, for medical or surgical treatment, attendance or service 
to the taxpayer or to members of his immediate family " shall 
be deducted. In a word, if I have to spend for myself or for 
my wife or for my children sums of money to maintain my 
health or their health, I believe l am entitled to a deduction.. 
That is absolutely a logical inference from our whole income­
tax procedure. You allow a business man a deduction when 
he spends money to repair a machine. What is more important 
than to keep the human machine in fit condition 'l [Applause.] 

It seems to me that on the very face of it the amendment 
which I have offered has such merit that it ought to be passed 
without great debate. I think nothing further need be said on 
it. So far as I am concerned, it seems to me li.k0 a very simple, 
straight proposition, easy to administer, if that question is in 
your mind. It simply means you would have to record on your 
return the amount of money you have paid to your physician 
or to the hospital or to the nurse. Those things are items just 
as your charitable contributions are items on your return. 

Mr. HUDDLESTON. Mr. Chairman, will the gentleman 
yield? 

Mr. JACOBSTEIN. Yes. 
l\lr. HUDDLESTON. At the present time we allow deduc· 

tions to be made on account of fire, tornadoes, and other de­
struction of property. Is there any reason why we should not 
allow allowance for a fire that should injure a man personally 
and allow for his expenses incurred thereby, impairing his 
earning capacity? 

Mr. JACOBSTEIN. Answering the gentleman's question, of 
course there is no reason for making that distinction. Un­
fortunately our laws have been framed, so to speak, from tbe 
viewpoint of property as against that of human life, without 
giving due consideration to the human aspects of the situa­
tion. 
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Mr. STENGLE. l\Ir. Chairman, will the gentleman yield? 
Mr. JACOBSTEIN. Certainly. . 
Mr. STENGLE. Does your amendment include, .under the 

title of physicians, an osteopath or a chiropractor? 
Mr. JACOBSTEIN. Any service rendered by any profes­

sional person to maintain health. The word "physician," I 
think, is generic enough, general enough, to cover all pro­
fe sional services intended to maintain health and which 
actually do maintain it. [Applause.] 

When we gentlemen go to pay our Federal income tax on 
:March 15 we will deduct from our gross income, under the law, 
the following items of expense: 

Repairing of machines (in factories). 
Repairing a house. 
Repairing a barn. 
Depreciation on our factory machinery. 
Loss due to bad debts. 
Loss due to bad investments. 
Loss by theft. 
Loss by fire, storm, tornado, shipwreck. 
Contributions to charitable organizations. 
Contributions to religious organizations. 
Contributions to educational institutions. 
Necessary expenses in carrying on a business or trade. 
These are regarded as reasonable deductions, the theory be­

ing that the individual who has to pay out money in any of 
the e ways does not derive any enjoyment from the expendi­
ture. These are justifiable deductions, because the theory of 
the income tax is that the tax is on net income and not on gross 
income. 

This being so, I maintain that we ought to be permitted to 
deduct from our gross income money spent to maintain health. 
If an employer is entitled to a deduction when he spends 
money for the upkeep of a machine, why am I not ·entitled to 
a deduction for the upkeep of my bodily health and the health 
of my wife and children? 

The injustice of the present law was brought home to me 
recently by a letter which I received from one of my con­
stituents, Mr. Otto R. Rohr, president of the Stecher Litho­
graphic Co., of Rochester, N. Y., which I take the liberty of in­
serting herewith: 

I note from our local papers that you have been in receipt of con­
siderable correspondence relative to Secretary Mellon's suggestion in 
connection with a revision and reduction of the income tax. 

I will not burden you with my thoughts in the matter other than 
to say that the members of our organization are in entire accord 
with Secretary Mellon's suggestion, wHh which we know that you to 
quite some extent agree. 

There is, however, -0ne phase of the income tax regarding which 
-0ne bears considerable comment when the matter is discussed, particu­
larly amongst working people, that has not been touched upon in the 
discussions relative to the income tax which appear in the papers, and 
that is that our income-tax regulations of the pas~ have made no pro­
,;>ion for a deduction from income for the amount which one may 
be compelled to pay following the misfortune of serious accident or 
illness. 

As an example I might cite the instance of an employee here whose 
wages are about on an average with those of -0ther employees. 

He had illness in the family, which involved hospital, doctor's, and 
nurses' bills in excess of $500, and he had to pay the Rame income tax 
that his more fortunate associates paid. 

The law as it now exists does not give him the benefit of de­
ducting from his income tax owing to the misfortunes which he bad 
to go through. 

It is really a case of having it rubbed in. It is bad enough to have 
the misfortune without having to pay a tax on the money which he 
earns in order to honorably take care of hi:s re.sponsibilities. 

I am bringing this phase of the matter to your attention with the 
hope that you may see your way clear to endeavor to do something 
to relieve the situation that I have indicated above. 

What can be more reasonable than to permit a deduction 
{or an item of expense which has for its purpose the keeping 
in efficient condition the human body? The health of the 
i.ntlividual is essential for productive efficiency in industry. 

Our Government ought by every means to encourage and 
not penalize expenditures for health purposes. It is for the 
purpose of incorporating this reasonable and obviously fair 
proposition into the law that I am offering an amendment, 
which reads as follows: 

Dedact:on shall be permitted for-
"all necessary expenses actually paid during the taxable year to 
physicians, nurses, hospitals, for medical or surgical tt·eatment, 
atte:o1.ance or service, to the taxpayer or the members of his 
lmmediate family." 

Certainly this amendment is as reasonable as subdivision 8 
of this section of the law, which reads as follows: 

Deductions allowed individuals : 
"(8) A reasonable allowance for the exhaustion, wear, a.nd tear 

of property used in trade or business, including a rea'Sonable 
allowance for obsolescence." 

And it is certainly as reasonable as the ninth subdivision, 
which reads as follows: 

In the case of mines, oil and gas wells, other natural deposits, and 
timber, a reasonable allowance for depletion and for depreciation of 
Improvements, according to the peculiar conditions in each case ; 
such reasonable allowance in all cases to be made under rules and 
regulations to be prescribed by the commissioner, with the approval 
of the Secretary. In the case of leases the deduction allowed by thls 
paragraph shall be equitably apportioned between the le"Ssor and the 
lessee. 

The passage of my amendment would lift the human body 
just up to the plane of a mere machine, of an oil well, a gas 
wen, or a coal mine. 

If misfortune through accident, shipwreck, storm, or fire 
causes loss, that loss is permitted as a deduction, but when 
through an act of God misfortune strikes down the human body 
and the individual seeks to rehabilitate that body, we do not 
permit such expense to be deducted. I maintain that this is as 
unreasonable as it is illogical. 

'Vhy it should be necessary to wipe out such inconsistencies 
in the law. is hard to explain. When laws are made from the 
viewpoint of human rights and not merely from that of prop­
erty rights, such glaring inequalities will no.t appear. 

There can be no serious objection made to the proposed 
amendment on the ground of administration. Health expense 
items can be entered on our returns just as easily and just as 
hone tly as our charitable, philanthropic, and educationar 
contributions. I hope, therefore, that you will see this ques­
tion as I see it and vote for the amendment I have proposed. 
Health is our greatest national asset. 

That this suggestion of mine has met with popular approval 
is indicated by the number of letters I have received expre sing 
sympathy with it. Public sentiment was probably crystallized 
.and expressed in an editorial which appeared in the Rochester 
Journal and Post Express of January 26, which I am here 
reprinting : 

THE HUMAN POINT OF VIEW--TIMJDLY CALLING OF ATTENTION TO IT BY 

CONGRESSMAN JACOBSTEIN, 

Schools and hospitals are exempt from taxation, because education 
and health are deemed of prime public importance. 

The proposal of RepTesentative JACOBSTEIN, of the Rochester district, 
to the House Ways and Means Committee that exemption from income 
taxation be given for money individually spent for medical and hos­
pital service and for the schooling of children is in line with this. 

A business man, he points out, in arriving at his profits as a basis 
for taxation, is allowed to subtract the cost of upkeep of his plant, 
including the repair ot" machinery. 

The worker's plant is his body and his mind. Is not the cost ot 
their upkeep equally entitled to exemption? 

Raising of this new point is timely. It illustrates the value of having 
in Congress men trained to look to the protection of human as well as 
mere property values. 

Mr. McSWAIN. Mr. Chairman, I have a substitute to offer 
on the same line. 

The CHAIRMAN. The gentleman will be recognized by the 
Chair. 

Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con­
sent that all debate on this amendment close in 10 minutes. 
Of course, I want to use up that time myself. 

Mr. CELLER. Mr. Chairman, I want to speak on it. 
The CHAIRMAN. The gentleman from Iowa asks unani­

mous consent that all debate on this amendment close in 10 
minutes. Is there objection? 

Mr. CELLER. Reserving the right to object, Mr. Chairman, 
if the gentleman will make it 15 minutes and let me have 5 
minutes I shall not object. 

l\Ir. GREEN of Iowa. We are fast turning this discussion 
into a joke. I move, Mr. Chairman, that all debate on th.is 
amendment close in 10 minutes. 

Mr. McSW AIN. Mr. Chairman, I ask that it be made 20 
minutes. 

The CHAIRMAN. The gentleman from Iowa moves th.at the 
debate on this amendment close in 10 minutes. The qnf'stion 
is on agreeing to tbat motion. 

Mr. l\IcSW AIN. I offer an amendment, 1\lr. Chairman. 
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l\lr. SAI\TJ)ERS of Indiana. l\1r. Chairman, the gentleman 
from South Carolina is authorized to offer an amendment under 
the rule . 

The CHAIRMAN. The Chair has stated that the gentleman 
will be recognized tor that purpose. 

l\Ir. SAl\TDERS of Indiana. The gentleman from Iowa has 
offered a motion to limit debate to a certain time. l\ly recol­
lection of the uniform practice is that when an amendment is 
proposed the Chair shall put the vote first on the amendment 
to the amendment. The amendment of the gentleman from 
South Carolina is offered, as I understand it, to the motion of 
the gentleman from Iowa. The gentleman's motion is not de­
batable, but amendable. 

The CHAIRMAN. The gentleman from South Carolina [Mr. 
l\1cSwAIN] moves as an amendment to the motion made by the 
gentleman from Iowa [i\Ir. GREEN] that the time be 20 minutes 
instead of 10 minutes. 

The question was taken, and the amendment was rejecte<l. 
l\Ir. l\IcSW AIN. l\Ir. Chairman, I asked for recognition because 

I have offered n substitute to the amendment offered by the 
gentleman from New York, and that substitute is now on the 
desk of the Reading Clerk. 

The CIIAIJtl\IA.."11{. The gentleman wlll be recognized when 
that times comes. The question now recurs on the motiori made 
by the gentleman from Iowa. 

The motion was agreed to. 
'l'he CHAIRMAN. The gentleman from South Carolina [Mr. 

McSwAIN] offers a substitute for the amendment offered by the 
gentleman from New York [Mr. JACOBSTEIN], which the Clerk 
will report. 

1.rhe Clerk read ns follows : 
rage 39, line 24, insert "not exceeding $500 for ea.ch person, including 

husband or wife, dependent upon and receiving his chief support from 
the taxpayer, if such dependent person Is under 21 years of age or is 
incapable of self·support because mentally or physically defective and 
resides In taxpayer's household, when the taxpayer proves that he has 
paid cash, not exceeding $500, for medical, hospital, nurse, or funeral 
expenses." 

l\£r. McSW AIN. l\fr. Chairman and gentlemen of the com­
mittee, I am entirely in sympathy with the sentiment ex­
pressoo in the amendment of the gentleman from New York 
[l\fr. JACOBSTEIN]. But I apprehend that there is som·e diffi­
culty in the minds of all of you who sympathize with the 
thought that the human instrumentality concerned in producing 
revenue, whereby taxes may be paid, must itself be first of 
all kept in order and that the difficulty in your minds is that 
it is wide open; that there is no limit as to the am·ount that 
may be deducted nor as to the persons to whom the money 
shall be paid or whether or not it shall be paid in cash. 

My substitute proposes to follow almost identically the lan­
guage on page 47 of the bill with regard to the person for 
whose benefit the expense is incurred, to wit: Where there is 
any person dependent upon a taxpayer, whether under 21 
years of age or not. residing in that taxpayer's household 
and that person is sick or disabled and has to go to a hospital 
to be operated on or has to have medical attention, or if that 
person dies, that the. expenses of the doctor, the hospital, or 
the undertaker shall be deducted from· that year's earnings 
in an amount not exceeding $500. 

We have put under the head of exemptions, on page 47 of 
the bill, the arbitrary sum of $400 for each child, a member 
of the family, under 18 years of age. We all know that $400 
will not clothe and feed a child for 12 months, but we fix that 
as a fair average. While $500 may not take care of all the 
ho pita!, nurse, m·edical, surgical, and undertaking expenses 
that may happen in the case of any one child in a year, yet 
it is a fair average and it is a fair deduction, and it is that much 
deduction in addition to what is now allowed by law. It seems 
to me it is so obviously a necessary and reasonable deduction 
fr.om the earnings of the year that there ought to be, with 
these limitations and hedgings put about it, no reasonable and 
fair ground for opposition. 

We allow deductions for bad debts. We credit a man when 
we think he will pay us, but he fails to pay and we deduct 
it. Yet no man, by the exercise of any judgm'ent, can ward 
off the misfortune of sickness or death that may come to him­
self or to the members of his family. 

It seems to me it would be the most rea onable, fair, and 
logical deduction that could be made from the earnings of a 
man within a period of 12 months. It is designed to take 
care of emergencies, and the taxpayer must prove he paid 
out the cash to get the deduction, just as he must prove busi­
ness expenses, interest, losses, bad debts, depreciation, and 
i·e!igious, charitable, and educational contributions. 

Mr. GREEN of Iowa. Mr. Chairman, i appeal to the Hou e 
to use some little reasooing and judgment on these amendments 
that come before it and not, as a little while ago, tuTn this whole 
matter into a joke. 

We have here a great revenue bill affecting a great people. 
No more serious or no more important matter could possibly 
come before this House. 

The gentlemen who have just spoken are actuated by the best 
of purposes, no doubt; but if these gentlemen will pardon me, 
do they not really think that gentlemen who have been study­
ing these subjects for 10 or 12 years-with the advisers they 
get from the Treasury Department and elsewhere, very great 
experts, as many of them are-are really just a little bettel' 
qualified to draw these provisions than they are? 

The gentlemnn from Texas [:\.Ir. GARNER] has already by his 
amendment enlarged the exemptions to $2,000 for a single per­
son and $3,000 for a married person. No other country in the 
world .gi\es half as much exemption; in fact, nowhere el. e do 
tl1ey ever give half that exemption, and the purpo e of tho ·e 
exemptions is to take care of just such kinds of cases as are 
presented by this amendment. 

l\Ir. LARSEN of Georgia. Will the gentleman yield? 
l\Ir. GREEN of Iowa. Yes. 
Mr. LARSEN of Georgia. If I understood the gentleman, the 

force of his remarks is that the men who ha\e been studying 
these propositions for 10 or 12 years are not de1)endent on any· 
one else in writing provisions for a bill of this character or 
perfecting provisions. Now, if that is o, why should the gen­
tleman bother to bring the bill before the House if gentlemen 
in the House are not to have a voice in framing it? 

l\Ir. GREEN of Iowa. I did not yield to the gentleman for u 
speech. I thought the gentleman wanted some information, and, 
1\Ir. Chairman, I decline to yield further. 

The CHAIRMAN. The gentleman from Iowa declines to 
yield further. 

Mr. HUDDLESTON. Will the gentleman yield to me? 
Mr. GREEN of Iowa. I will yield to the gentleman for a 

question. 
Mr. HUDDLESTON. I want to ask the gentleman a ques­

tion. How does the gentleman discriminate between the ex· 
emption allowed for food and clothing for dependents ancl an 
exemption for expenses incident to medical attention foi· de­
pendents? That is a legitimate que tion. 

Mr. GREEN of Iowa. I do not. I see no distinction. 
Mr. HUDDLESTON. Then why should we not have one? 
Mr. GREEN of low . We have already allowed $400 for ti.le 

purpose of caring for this kind of a thing-that is, to cover tlie 
food and clothing of dependents and the general e:xemptiou for 
the ame purpose. We allow all that without any di tinction 
whatever. 

Mr. HUDDLESTON. Will the gentleman yield further? 
l\Ir. GREEN of Iowa. Yes. 
Mr. HUDDLESTON. '.rhat is allowed whether there be ick­

ness or not, and, therefore, it is not aimed at sickne ; it is 
aimed at the necessary expenses, which are food and clothing, 
and not for emergency and extraordinary expense incident to a 
spell of sickness. 

ML·. GREEN of Iowa. I do not know what else it i · allow d 
for if riot for such purpo es, but I wish the gentleman would 
permit' me to use a little of my own time. 

Mr. HUDDLESTON. I thought the gentleman was through. 
Mr. GREEN of Iowa. The reason tllat i done i because it is 

absolutely impracticable to administer the law in any other 
kind of way. You can not expect to ha rn the Treasury 
Department investigate into the family affair of 10,000,000 
families, and I think there is something like that number in 
this country. That is exactly what the 1.'reasury Department 
would have to do under tbe sub titute offered by the gentleman 
from South Carolina [Mr. l\1cSw AIN] and under the amendment 
offered by the gentleman from New York [~r. JACOBSTEIN]. 

l\lr. HAWLEY. Will the gentleman yield? 
l\lr. GREEN of Iowa. Yes. 
l\lr. HAWLEY. In the family deduction which we have 

allowed did we not consider that, in addition to food and cloth4 

ing, medical attendance would probably al o be taken cure of? 
l\Ir. GREEN of Iowa. Certainly; that was the very purpo e 

of it. This amendment imply means that the Treasury Depart· 
ment will have to inve tigate every solitary ca e of ickness that 
occurs over this country. It would throw uch a burden on the 
Treasury Department in the administration of these taxes as to 
make it absolutely impos ible for them to ever get through with 
the work and ever asse s the taxes. Now I yield to my friend 
from South Carolina [l\1r. l\1cSwA1N]. 

Mr. l\IcSWAIN. I will ask the chairman of the Ways and 
Means Committee if, as a matter of fact, each one of the nin 
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subdivisions of deductions is not predicated upon the ascertain­
ment of facts such as bad debt's. What would be more difficult 
to satisfy a revenue collector about than that you had lost bad 
debt's? This is only one more. It is only 10, instead of 9. 
Mr~ GREEN of Iowa. It is 10,000 instead of 9 ; that is what 

it is. 
The CHAIRMAN. The time of the gentleman from Iowa has 

. expired. 
Mr. GREEN of Iowa. All time on this debate is exhausted. 
Mr. CELLER. Mr. Chairman, I rise in support of the motion. 
The CHAIRMAN. The gentleman from New York is recog-

nized for two minutes. 
Mr. GREEN of Iowa. Mr. Chairman, I make the point of 

order that the time is exhausted. 
The CHAIRMAN. The time is not exhausted according to 

the timekeeper. 
Mr. GREEN of· Iowa. I understood the Chair to say that I 

bad exhausted my time, and I supposed that was all the time. 
The CHAIRMAN. The gentleman from South Carolina used 

three minutes and the gentleman from New York [l\.lr. CELLEBl 
is recognized for two minutes. - · ' 

Mr. CELLER. Mr. Chairman and members of the committee, 
I deem it comes witb ill grace from the chairman of the com­
mittee which drafted this bill to say we are treating this propo­
sition as a joke. I do not believe in the mind of anyone here it 
is a joke to say that you should deduct necessary expenses in­
curred in an emergency, in a case where there is an act of God 
interfering with the normal health of the individual or family. 
Surely it is not the man's fault or the woman's fault if he or 
she. becomes ill or the children become ill, and there should be 
some consideration given with reference to that emergency. 

The chairman has said they have given a great deal of time 
and study to this proposition. Indeed, they have, and the thanks 
of this House are due them for their patient labors, but, never­
theless, despite that fact, they must take suggestions from the 
other Members of the House. They are, indeed, not the last 
word on income tax Jaws or the laws with reference to the 
raising of revenue. We certainly have the inherent right to 
make suggestions and to offer amendments, and we should not 
be called jokesters because we do it. It has been asked, "What 
shall come within the definition of physician? " And I will say 
to my good friends that the word "physician " is all-embracing. 
If one happens to be a Christian Scientist, a healer would come 
within the term "physician," and any expenditure made for 
healing of that sort would be a deduction. New York, for ex­
ample, recognizes all manner and kind of " physicians " under 
its law, and allows them to practice, and the term includes 
osteopaths, healers, chiropractors, and so forth; and I say, with 
reference to that, that the particular law obtaining in the par· 
ticular State would govern. We take the duty off of dirks and 
daggers and bowie knives, and yet we are told to hesitate before 
we allow a deduction for a doctor's bill. The rich man can pay 
a doctor's bill without any effort. 

Mr. SUMMERS of Washington. Will the gentleman yield 
for a question? 

l\Ir. CELLER. I yield. 
The CHAIRl\IAN. The time of the gentleman from New 

York bas expired. 
Mr. SUMMERS of Washington. Under this proposed amend­

ment would the physician administering the treatment neces­
sarily have to be a licensed practitioner? 

Mr. CELLER. That depends upon the law of the State in 
which the matter arises. 

The CHAIRMAN. The question is on the amendment to the 
amendment offered by the gentleman from South Carolina [l\.lr. 
1\1cSwAIN]. 

The question was taken ; and on a division (demanded by 
:Mr. :McSwAIN) there were--ayes 40, noes 100. 

So the amendment to the amendment was rejected. 
The ·CHAIRMAN. The question now recurs on the amend­

ment offered by the gentleman from New York [Mr. JAcoB­
BTEIN]. 

The question was taken ; and on a division (demanded by 
Mr. J AconsTEIN) there were--ayes 24, noes 104. 

So the amendment was rejected. 
The Clerk read as follows: 
(c) The amount of the deduction provided for in paragraph (2) of 

subdivision (a), unless the interest on indebtedness is paid or incurred 
in carrying on a trade or bu iness, and the amount of the deduction 
provided for in paragraph (5) of subdivision (a) shall be allowed as 
deductions only if and to the extent that the sum of such amounts ex­
ceeds the amount of interest on obligations or securities the interest 
upon which is wholly exempt from taxation under this title. 

l\1r. STEVENSON and Mr. KINDRED rose. 
Mr. KINDRED. Mr. Chairman, I offer an amendment. 

Tbe CHAIRM.A .... ~. The gentleman from New York offers an 
amendment, which the Clerk will report. 

The Clerk read as follows: 

Amendment offered by Mr. KINDRED: Page 44, line 13, after the titJ<:t 
insert a semicolon and the words " an premiums paid on life, sick 
benefit, and annuity insurance policies the face value of which shall 
not exceed $10,000 at maturity." 

The CHAIRMAN. The gentleman from New York [Mr, 
KINDRED] is recognized 

Mr. GREEN of Iowa. :Mr. Chairman, I ask unanimous con"' 
sent that all debate on this paragraph and alt amendment& 
thereto close in seven minutes. 

Mr. STEVENSON. Mr. Chairman, reserving the right to ob'-1 
ject, I have an amendment, which is the only one I will offer 
to this bill, so far as I know, and I want a little time to dis­
cuss it. 

Mr. GREEN of Iowa. · On another point? 
Mr. STEVENSON. Yes; on another point entirely different 

from this. · · 
Mr. GREEN of Iowa. Then I will simply ask that that apply 

to the amendment of the gentleman from New York. 
The CHAIRMAN. The gentleman from Iowa asks unani­

mous consent that all debate on this amendment close in seven 
minutes. Is there objection? [After a pausa] The Chair 
hears none. 

Mr. KINDRED. Mr. Chairman and gentlemen of the com­
mittee. The obvious intent of my amendment is to exempt 
premiums paid by the great mass of our poor people in this 
country on life insurance policies of small amount, premiums 
on sick benefit policies and those paid on annuity policies. 

It will be admitted on every hand that money invested in 
life insurance, in sick benefit funds and in annuity insurance 
is for the protection of helpless widows, children, and depend­
ents, and therefore for the protection of society at larga It 
will be admitted, I am sure, also, that money invested in 
premiums on life insurance of small amounts fosters thrift 
and prosperity as no other investments do. It will be admitted 
also that investments in annuity insurance are protection 
against probable hardships that will come otherwise in old 
aga 

I have purposely limited the amount of the insurance, the. 
premiums on which I would exempt, to a very small amount 
of insurance, namely, $10,000. Surely $10,000 or less-and 
most of the insurance · policies here referred to are for mucll 
less than that sum-is a small amount, in these days of high 
cost of living and great burdens of taxation, a very insignifi­
cant amount, which a man dying might leave to his helpless 
widow and children for their support and for the education 
of the children. 

Surely, no fair-minded 1\Iember of this House will deny that 
an exemption of this class of investment is the best exemption 
that could be made in any clause of an income-tax bill, and 
in order to protect the great masses of people in this country, 
who are always the backbone and the sinew of our Republic, 
I ask your favorable consideration, without further debate, 
of this very reasonable amendment to protect the poor in the. 
small amounts of insurance which they carry. [.Applause.] 

Mr. GREEN of Iowa. Mr. Chairman, the amendment of­
fered by the gentleman from New York [Mr. KINDRED] is 
offered in altogether the wrong place. I think the gentleman 
will acquit me of any intention to mislead him. I did not sug­
gest to the gentleman to offer it at this place. 

Mr. KINDRED. Will the gentleman yield? 
l\lr. GREEN of Iowa. Yes. 
l\Ir. KINDRED. I yield all honor and respect to the gentle­

man for technical knowledge in such matters. I consulted 
him, told him where I was going to offer the amendment, and 
I heard no objection. I really thought be was going to support 
my amendment. 

Mr. GREEN of Iowa. I do not know how the gentleman got 
such an idea as that. I want to deal fairly with the gentle­
man, and if I thought there was any prospect of the am~mdment 
carrying I would be willing to submit a request for unanimous 
consent and let him put it in in the proper place. This para­
graph to which he has offered the amendment simply applies 
to interest ; it relates back to another paragraph, and if this 
amendment was added here it would not mean anything. 

1\Ir. KINDRED. It was intended as a separate clause or a 
separate paragraph. 

l\ir. GREEN of Iowa. That is not the way it reads. 
Mr. KINDRED. If there is any qm~stion about the technical 

place, I will ask unanimous consent to correct my amendment' 
so it will appear as a new paragraph in line 13. 

Mr. GREEN of Iowa. I will say to the gentleman that the 
amendment offered by him will not be worth anything. These 
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poor people are all exempt; they do not pay any income tax .. 
crhe man who does not ha-rn an income of $4,000 or $5,000 will 
pay no income tax. 

Tile CHAIRMAN. Does the gentleman from New York de­
sire to offer a unanimous-consent request? 

l\Ir. KINDRED. No, Mr. Chairman; I will ask for a vote 
011 the amendment. I think the amendment is well understood. 

The CHAIRl\lAN. The question is on the amendment 
offered by the gentleman from New York [Mr. KINDRED]. 

The question was taken, and the amendment was rejected. 
l\Ir. STEVENSON. l\Ir. Chairman, I offer an amendment. 
Tile Clerk read as follows : 
Amendment offered by Mr. STEVID<SON : Page 44, at the end of 

line 13, strike out the period and insert a semicolon and add : "Pro­
vided, That this shall not apply to interest received from farm-loan 
bonds." 

l\lr. STEVENSON. Mr. Chairman, I want to state this 
quickly and succinctly. The proposition here is that a man 
who makes an income-tax return when he gets the gross in­
come has a right to deduct from the gross income interest paid 
out in carrying on his business. This exception provides that 
if a part of the income shall be received from tax-exempt 
securities he must take that from the interest paid out and 
can only deduct the balance. 

Take a man with a gross income of $20,000, of which $3,000 
comes from farm-loan bonds or any other tax-exempt secur­
ities. He has paid out $5,000 interest, and if this did not 
apply he would have to pay a tax on $15,000, but before he 
can deduct the $5,QOO he must take from it the $3,000 got 
from the tax-exempt securities, and therefore can only deduct 
$2,000 and is taxed on $18,000. In other words, he is taxed 
on the income he had from tax-exempt securities absolutely. 
Why do I limit my provision to farm-loan bonds? 

l\Ir. CHINDBLOM. l\fr. Chairman, will the gentleman yield? 
l\Ir. STEVENSON. In a moment. I will tell you why I 

limit it to that. It is because it will be deducted as to State 
and municipal securities, regardless of this law, because they 
are protected by the Constitution; but the exemption of in­
terest on farm-loan bonds is merely a statutory exemption, 
and this being a statute of the same body, but of later date, it 
will supe1·sede it and we will get the income received from 
farm-loan bonds taxed by making two moves instead of one 
and still it will stand as to them. In so far as all of the other 
tax-exempt securities are concerned, they will escape, unless, 
perhaps, it may be United States bonds. 

There is another thing about it. Liberty bonds are not en­
tirely tax exempt._ There is a surtax on the income from 
Liberty bonds, and consequently you do not have to deduct 
from the interest you pay, and the Liberty bonds will be pre­
ferred over these under this section, which is shrewdly done 
apparently for that purpose. 

If the gentleman will look at the section he will see that that 
is correct. I think it is poor policy to provide in the first part 
of this bill that securities issued under the provisions of the 
farm loan act or any provisions of such act as amended shall 
not be taxable, and then over here make them pay a tax, if the 
owner happens to have paid out interest. 

l\Ir. CHINDBLOM. What is there to prevent a man from 
borrowing $20,000 and buying farm-loan bonds with that money 
and then taking a deduction for the interest paid upon the 
money with which to buy the tax-exempt securities? 

l\Ir. STEVENSON. If there is nothing in here to prevent 
that, that is the fault of the committee, but it would be a fool 
financier who would pay 6 per cent for money to buy 4-! per 
cent bonds merely to escape a small tax. 

l\fr. MILLS. It is in there. 
l\lr. STEVENSON. I submit that it is not. 
Mr. CHThTDBLO:M. It is in here now. 
Mr. STEVENSON. To prevent his doing that? 
l\fr. CHINDBLOl\I. Yes. 
l\1r. STEVENSON. AU right; if it is provided for, what 

are you kicking about? 
l\Ir. CHINDBLOM. The gentleman's provision would take it 

out. 
l\lr. STEVENSON. No ; it is not provided for in this par­

ticular paragraph. 
l\Ir. CHINDBLOl\f. Yes; in that paragraph. 
Mr. STEVENSON. I think the gentleman is mistaken. He 

will not find it in this paragraph or the paragraph I seek to 
amend, on page 44. There is no such provision. This is the 
whole proposition. You have in here a provision that a man 
can deduct the interest he bas paid, and then you say but hav­
iug paid out $5,000 interest, and he has held the bonds and 

collected $3,000 interest, and those bonds are not taxable-­
and farm-loan bonds are all it will apply to-then he has to 
deduct that $3,000 from the $5,000 interest that he has paid 
out, and, therefore, you have taxed the $3,000 indirectly as 
completely as if you had provided here that he shall be taxed 
upon the interest of his farm-loan bonds. There is no provision 
that will prevent it, and the language as written will do that 
thing. 

Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con­
sent that all debate upon this amendment close in 15 minutes. 

The CHAIRMAN. Is there objection? 
Mr. BLANTON. l\lr. Chairman, if the gentleman expects to 

keep us here until 5.30 o'clock, why does he not close the debate 
now and save 15 minutes? 

Mr. GREEN of Iowa. Does the gentleman want to have just 
one side of the matter presented? 

Mr. BLA."NTON. We have heard it and we all understand It. 
Mr. GREEN of Iowa. Oh, no; you do not. 
Mr. BLANTON. I am going to vote with the gentleman from 

Iowa. If he makes a speech, be may make me change my mind. 
The CHAIRMAN. Is there objection? -
Mr. BLANTON. Mr. Chairman, I object. I think we ought 

to get along with the bill. 
The CHAIRMAN. The question is on the amendment offered 

by the gentleman from South Carolina. 
The amendment was rejected 
The Clerk read as follows: 
SEC. 217. (a) In the case of a nonresident alien indlvidual or of a 

citizen entitled to the benefits of section 262 the following items of gross 
income shall be treated as inceme from sources within the United 
States: 

(1) Interest on bonds, notes, or other interest-bearing obligations of _ 
residents, corporate or otherwise, not including (A) interest on deposits 
with persons carrying on the banking business paid to persons not en­
gaged in business within the United Stf!.tes and not having an office or 
place of business therein, or (~) interest received from a resident alien 
individual, a resident foreign corporation, or a domestic corporation, 
when it is shown to the satisfaction of the commisioner that less than 
20 per cent . of the gross income of such resident payor or domestic 
corporation has been derived from sources within the United States, 
as determined under the provisions of this section, for the three-year 
period ending with the close of the taxable year of such payor, or for 
such part of such period immediately preceding the close of such tax­
able year as may be applicable ; 

(2) The amount received as dlvid-ends (A) from a domestic corpora­
tion other than a corporation entitled to the benefits of section 262, 
and other than a corporation less than 20 per cent of whose gross 
income is shown to the satisfaction of the commisioner to have been 
derived from sources within the United States, as determined under 
the provisions of this section, for the three-year period ending with 
the close of the taxable year of such corporation, or for such part of 
such period immediately preceding the close of such taxable year as 
may be applicable, or (B) from a foreign corporation unless less than 
50 per cent of the gross income of such foreign corporation for the 
three-year period ending with the close of its taxable year preceding 
the declaration of such dividends (or for such part of such period as 
the corporation has been in existence) was derived from sources within 
the United States as determined under the provisions of this section ; 

(3) Compensation for labor or personal services performed in the 
United States ; 

( 4) Rentals or royalties from property located in the United States 
or from any interest in such property, including rentals or royalties 
for the use of or for the privilege of using in the United States, pat­
ents, copyrights, secret processes and formulas, good will, trade-marks, 
trade brands, franchises, and other like property ; and 

(5) Gains, profits, and income from the sale of real property located 
in the United States. 

Mr. HAWLEY. Mr. Chairman, I offer the following com­
mittee amendment, which I send to the desk. 

The Clerk read as follows: 
Page 48, line 16, after the word "payor," insert "preceding the pay· 

ment of such interest." 
Page 48, lines 16 and 17, strike out the words "immediately preced-

ing the close of such taxable year." 

Mr. HAWLEY. Mr. Chairman, this amendment is necessary 
to make the language conform to other parts of the bill. It is 
a correction of verbiage. 

The CHAIRMAN. The question is on agreeing to the com-
mittee amendment. 

The committee amendment was agreed to. 
l\Ir. HAWLEY. I offer the following committee amendment, 

which I send to the desk. 
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The Clerk read as follows: 
Page 48, line 25, strike out the comma, and on page 49 strike out 

line 1 and all of line 2 through the word " applicable" and insert in 
Heu thereof the following: " preceding the declaration of such divi­
dends (or for such part of such period as the corporation has been in 
existence)," 

Mr. HA. WLEY. The explanation is that it is to correct 
verbiage and make the language conform fo other parts of the 
bill. 

The CHAIRMAN. The question is on agreeing to the com-
mittee amendment. 

The committee amendment was agreed to. 
The Clerk read as follows: 
(g) (1) Except as provided in paragraph (2) a nonresident alien 

individual ot· a citizen entitled to the benefits of section 262 shall 
x·eceive the benefit of the deductions and credits allowed in this title 
only by filing or causing to be filed with the collector a true and accu-
1·ate return of his total income received from all sources in the United 
States, in the manner prescribed in this title; including therein all the 
information which the commissioner may deem necessary for the cal­
culation of such deductions and credits. 

(2) The benefit of the credits allowed in subdivisions (d) and (e) 
of ~ection 216, and of the reduced rate of tax provided for in para­
graph (1) of subdivision (b) of section 210, may, in the discretion of 
the commissioner and under regulations prescribed by him with the 
approval of the Secretary, be received by a nonresident alien indi­
vidual entitled thereto, by filing a claim therefor with the withholding 
agent. 

Mr. HAWLEY. Mr. Chairman, I offer an amendment on 
page 53, in line 8, to take care of the amendment adopted by 
the House on Tuesday. In line 8, strike out the words " para­
graph (1)· of subdivision (b)" and substitute in lieu thereof 
"subdivision (c)." 

The CHA.IR1\1AN. The gentleman from Oregon offers an 
amendment, which the Clerk will report. 

The Clerk read as follows: 

Amendment offered by Mr. HAWLEY: Page 53, Jlne 8, strike out the 
words "paragraph (1) of subdivision (b)" and insert in lieu thereof 
"subdivision (c) ." 

Mr. HA. WLEY. This merely corrects the text. 
The CHAIRMAN. The question is on agreeing to the com-

mittee amendment. 
The committee amendment was agreed to. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows : 

INDIVIDUAL RETURNS. 

SEC. 223. (a) The following individuals shall each make under oath 
a return stating specifically the items · of his gr~s income and the 
deductions and credits allowed under this title-

( 1) Every individual having a net income for the taxable year of 
$1,000 or over, if single, or if married and not llving with husband or 
wife; 

(2) Every individual having a net income for the taxable year of 
$2,000 or over, if married and living with husband or wife; and 

(3) Every individual having a gross income for the taxable year of 
$5,000 or over, regardless of the amount of his net income. 

Mr. HA WJ.,EY. 1\lr. Chairman, on page 66, in line 7 I move 
to strike out "$1,000" and insert "$2,000," and in 'une 10, 
to strike out " $2,000 " and insert " $3,000." 

The CH.AIRMAN. The gentleman from Oregon offers an 
amendment, which the Clerk will report. 

The Clerk read as follows : 

.Amendment offered by l\fr. HAWLEY: Page 66, line 7, strike out 
"'$1,000" and insert in lieu thereof "$2,000." Page 66, line 10, strike 
out " $2,000 " and inf!ert in lieu thereof " $3,000." 

Mr. HAWLEY. l\fr. Chairman, this is to conform to the 
action already taken by the committee. 

The CHAIRMAN. The question is on agreeing to the com-
mittee amendment. 

The committee amendment was agreed to. 
The CHAIRMAN. The Clerk will read. 
Tl1e Clerk read as follows: 

(b) If a husband and wife living together have an aggregate net 
income for the taxable year of $2,000 or over, or an aggregate gross 
income for such year of $5,000 or over-

(1) Each shall make such return, or 
(2) The income of each shall be included in a single joint return, 

in which case the tax shall be computed on the aggregate income. 

LXY ____ 181. 

1\Ir. HA WI,EY. Mr. Chairman, on page 66, line 16, I move 
to strike out the figures " $2,000 " and insert " $3,000." 

The CHAIRMAN. The gentleman from Oregon offers an 
amendment, which the Clerk will report. 

The Clerk read as follows : 
Amendment offered by Mr. HAWLEY: Page 66, line 16, strike out 

" $2,000 " and insert in lieu thereof " $3,000." 

The CHAIRMAN. The question is on agreeing to the amend-
ment. 

The amendment was agreed to. 
The CH.AIRMAN. The Clerk will read. 
The Clerk read as follows: 

FIDUCIARY RETURNS. 

SEC. 225. (a) Every fiduciary (except a receiver appointed by author­
ity of law in possession of part only of the property of an individual) 
shall make under oath a return for any of the following individuals, 
estates, or trusts for which he acts, stating specifically the items of 
gross income thereof and the deductions and credits allowed under 
this title-

(1) Every individual having a net income for the taxable year of 
$1,000 or over, if single, or if married and not living with husband or 
wife; 

(2) Every individual having a net income for the taxable year of 
$2,000 or over, if married and living with husband or wife; 

(3) Every individual having a gross income for the taxable year .ot 
$5,000 or over, regardless of the amount of bis net income; 

( 4) Every estate or trust the net income of which for the taxable 
year is $1,000 or over ; 

(5j Every estate or trust the gross income of which for the taxable 
year is $5,000 or over, regardless of the amount of the net income; 
and 

(6) Every estate or trust of which any beneficiary is a nonresi­
dent alien. 

Mr. HA WLEJY. l\Ir. Chairman, I move, on page 67, line 19, 
to strike out "$1,000" and insert "$2,000," and in line 22 on 
the same page strike out "$2,000" and insert "$3,000 ;" and 
on page 68, line 2, strike. out "$1,000" and insert "$2,000." 

The CHAIRMAN. The ~entleman from Oregon offers amend­
ments, which the Clerk will report. 

The Clerk read as follows: 
Amendments offered by Mr. HAWLEY: Page 67, line 19, to strike out 

"$1,000" and insert "$2,000," and on page 67, line 22, strike out 
" $2,000 " and insert " 3,000,'' and on page 68, line 2, strike out 
" $1,000 " and insert "$2,000.'. 

Mr. HAWLEY. These amendments are made necessary by 
the action taken. previously. 

The CHAIRMAN. The question is on agreeing to the amend-
ments. 

The amendments were agreed to. 
The CHA.IRMA.l'f. The Clerk will read. 
Mr. BLANTON. Mr. Chairman, I make the point of order 

that the1:e is uo quorum present. 
Mr. GREEN of Iowa. Oh, I hope the gentleman will not do 

that. There is no dispute on these matters. I hope the gentle· 
man will let us go on. 

Mr. BLANTON. What is the gentleman's program about 
running to-night? 

Mr. GREEN of Iowa. I will stop as soon as there is any 
serious dispute. 

Mr. BLANTON. Mr. Chairman, I withdraw the point of 
order. 

The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 

CONDITIO:SAL AND OTHER EXEMPTIONS OF CORPORATIONS • 

SEC. 231. The following organizations shall be exempt from taxation 
under this title : 

(1) Labor, agricultural, or horticultural organizations; 
(2) Mutual savings banks not having a capital stock r epresented by 

shares; 
(3) Fraternal beneficiary societies, orders, or associations (a) oper­

ating under the lodge system ot· for the exclusive benefit of the membet·s 
of a fraternity itself operating under the lodge system and (b) provid­
ing for the payment of life, sick, accident, or other benefits to the mem­
bers of such society, order, or association or their dependents; 

( 4) Domestic building and loan associations substantially all the 
business o~which is confined to making loans to members, and coopera­
tive banks without capital stock organized and operated for mutual 
purposes and without profit; 

(5) Cemetery companies owned and operated exclusively for the bene­
fit of their members or which are not operated for pront, and any 
corporation chartered solely for burial purposes as a cemetery corpora-
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j;ion a ad net permitted by it charter to engage in any business not 
nece~sarily incident to thnt purpose, no part of th-e net ea.wings of 
whic.h inures to tbe benefit of any private shareholder or individual; 

(6) Corporations, and any conununity chest, fund, or foundation, 
organized and operated exclusively for religious, charitable, scient1fic, 
literary, or educational purposes or for the prevention of cruelty to 
children or animals, no part of the net earnings of which inures to the 
benefit of any private shareholder or individual; 

(7) Basin . leagues, chambers of commerce, or boards of trade not 
organized for profit and no part of the net earnings of which inures to 
the benefit of any private shareholder or individual; · 

( 8) Civic leagues or organizations not organized for pro.fit but oper­
ated exclusively for the promotion of social welfare, or local fil3sociations 
of employees the membership Qf which is limited to the employees of a 
desit!Dated per on in a particular municipality, and the net earnings of 
which are devoteu exclu. ively to charitable, educational, and recreational 
purposes, whether or not for the benefit of the members and their 
families; 

(9) Clubs organized and operated exclruiively for pleasure, recreation, 
and other nonprofitable purposes, no part of the net earnings of which 
inures to the benefit of aoy private sbarebolder ; 

(10) Farmel'S' or otber mqtual fire-insurance companies, mutual ditch 
or Jrrigation companies, mutual or cooperative telephone companies, or 
like oi·ganizations, or mutual hail o~· cycloDe companies, but only it the 
income consi~ts solely of assessments, dues, and fees collected from 
members for the sole purpose of meeting expenses ; 

(11) Farmers', fruit growers', or like associations organiied and 
operated as sales agenta for the pu.rpose of mark.etmg the products of 
members and turning back to them the proceeds of sales, less the neces­
sary selling expenses, on the basis of the quantity of produce ·furniflhed 
by them; or organized and operated as purchasing agents for the pur­
pose ot purchasing supplies and equipment for the use of members and 
turning over such supplies and equipment to such members at actual 
co t, plus nece ' ary expenses; 

(12) Corporations organized for the exclusive _purpose of holding title 
to property, collPcting income therefrom, and turning over the entire 
amount thereof, le s expenses, to an organlr;atlon which itself is exempt 
trom tbe tax imp.osed by this title ; a.nd 

(18) Federal land banks, national farm-loan associations, and Fed­
eral intermediate-credit banks, as provided ln the Federal farm loan 
act, as amended. 

Mr. DICKINSON of Iowa. l\.fr. Chairman, I offer an amend­
ment. 

The CHAIRMAN. The gentleman from Iowa offers an 
amendment, which the Oler·k will report. 

The Clerk read as follows : 
Amendment offered by Mr. DICKINSON of Iowa: On page 73, line 

21, str·ike out ection 10 and insert in lieu thereof the following : 
"(10) Farmer ' or other mutual hail, cyclone, casualty, or fire in­
surance companies, mutual or cooperative ditch irrigation companies, 
mut ual telephone companies, or like organizatioJls ; but only if the 
principal sources of income consist of amounts collected frQm members 
for the sole purpose of meeting losses and expenses." 

l\fr. GREE ... T of Iowa. Mr. Chairman, how would · the last 
line read? 

The Clerk read as follows : 
But only if the principal source of income consists of ampunts 

collected from members for the sole purpose of meeting losses and 
e~penses. 

Mr. GARNER of Texas. Let me ask the gentleman from 
Iowa a question to facilitate business. I understand this is 
agreed to by the committee on both sides, and the experts .have 
drawn this amendment. 

Mr. GREEN of Iowa. The committee has not agreed to it, 
but personally I think the amendment is all right. 

Mr. l\IILLS. I will say to the gentleman from Te~as that 
this is not the amendment which the experts have approved. 
The experts approved of an amendment which read "substan­
tially all of the income,"' while the gentleman from Iowa 
[l\Ir. DICKINSON] has changed the language to read "the 
principal sources of income." 

Mr. GREEN of Iowa. If the gentleman from New York will 
permit, when it was said tbat the experts agreed t<;> the amen~­
ment, 1t was merely meant that they had drawn the amendment 
in the form it was desired by those who are presenting it. 
Of course, if the amendment is offered in the form of " sub-
stantially " it might as wen not be offered at all. • · 

Mr. DICKINSON of Iowa. If there is any objection t6 it, 
I want to make a statement. 

l\Ir. MILLS. I will have some objections to it in that ~·m. 
l\Ir. DICKIN ON of Iowa. Mr . . CQairman, tli.e princi,pal p.art 

of this amendment to which objecti?n is made is the question 

whether or not the principal sources of income shall be a 
matter of assessment against the members of mutual or co­
operative insurance companies. Now, every once in a while 
there are some of these companies which have a few thousand 
dollars which they want to put on time deposit, and they will 
put it in a bank for a short time on time deposit. If you do 
not provide that the principal sources of income shall consisn 
of amounts collected from members. you bar them from having 
those little incidental revenues which they make out of these 
small matters. The total tax paid by all these companies will 
probably amount to about $50,000, according to the statement of 
the Treasury Department. 

l\Ir. NEWTON of Minnesota. Will the gentleman yield? 
l\Ir. DICKINSON of Iowa. Yes. 
Mr. NEWTON of Minnesota. Just what term does the gen­

tleman use? The principal sources or the substantial sources? 
Mr. DIC.KINSON of Iowa. The principal sources. 
M,r. CHINDBLOM. l\fr. Chairman, may we hear the lan­

guage of the amendment again? 
The OH.AIRMAN. Without objection, the amendment will 

be again l·eported. 
The Clerk again read the amendment. 
Mr. CHINDBLOl\I. Will the gentleman yield? 
Mr. DICKINSON of Iowa. Yes. 
l\Ir. CHINDBLOM. The words " if the principal sources ot 

income consist of amounts collected from members for the sole 
purpose of meeting losses and expenses " would include, would 
they not, a company or an association where the members paid 
assessments in ve.ry much the ordinary way payments are 
made to insurance companies, and those assessments would be 
amounts collected? 

l\!r. GREEN of Iowa. This is intended to apply to asse s­
ment companies? 

l\Ir. DICKINSON of Iowa. Only; and that is all that it is 
intended to apply to. 

~.fr. GARNER of Texas. Will the gentleman yield? 
:Mr. DICKINSON of Iowa. Yes. 
1\Ir. GARNER of Texas. The gentleman from Iowa, as I 

understand, wants to relieve these farm organizations and I 
am in perfect sympathy with him, but if the gentleman will 
use the word "substantial," then the Treasury Department will 
have to construe that language. If you use the word "princi­
pal" they can take 51 per cent, and if you use the word "sub­
stn.ntial" it will -probably mean 90 per cent, because I do not 
imagine they would have more than 10 per cent that tbey 
would want to use otherwise than for the purpo e of meeting 
los es and expenses. It looks to me as though the gentleman 
should use the word "substantial" and then there will be no 
objection from any source that I know of. 

Mr. GREEN of Iowa. If the gentleman from Iowa will per­
mit, I do not th.ink we ought to use the word "substantial." 
If you use that word you put the Treasury Department in a 
difficult position and, moreover, you will have the same old 
trouble that the Treasury Department has been having. 

l\lr. GARNER of TeKaS. If the word "principal" i used 
they will have to construe that word--

1\Ir. GREEN of Iowa. And they will construe it at 51 per 
cent. 

Mr. GARNER of Texas. But if the word vsubstantial" is 
used it will be 90 per cent. I do not want to open up any place 
in this bill where you can drive a four-horse wagon through 
it and all insUYance companies get away from paying taxes. 
In the present law the word "solely" is used, while now it is 
proposed to use the wDrd ''principal" As I have said, if the 
gentleman will nse the word "substantial," I think there will 
be no objection from any source. 

The CHAIRMAN. The time of the gentleman from Iowa 
has expired. 

Mr. CHINDBLO~I. Mr. Chairman, I ask unanimous consent 
that the gentleman from Iowa have five additional minutes. 

The CHAIR1\1AN. The gentleman from Illinois asks unani­
mous consent that the gentleman from Iowa [Mr. DICKINSON] 
have five additional minutes. Is there objection,? 

There was no objection. 
l\Ir. CHI~1DBL01\1. I will say to tbe gentleman from Iowa 

that as I look upon this amendment it appear to me a.s though 
an old-line company could pretty nearly drive ln. 
· Mr. DICKINSON of Iowa. According to all of the interpre­
tations of this amendment that can not be done. 

.Mr. C.EUNDBLOM. Let me call attention to the language 
used. In the first place, th~ word " mutual " does not mean 
anything particularly, because some of the old-lin.e companies 
are :mutual. Sec001dly, you ay, "but only if the principal 
sources of inrom.e <?orurl t of amounts co1leeted frf>'l'.Il members." 
Ordinary premiums are amounts collected. 
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Life Insurance Co. does not collect amounts for the purpose of 
meeting Jos es and expenses ; it collects a regular, standard 
rate, and everybody knows what they are going to pay. The 
small mutual companies, which make assessments for the pur­
pose of meeting losses, make the assessments on their members 
according to the amount of the losses they sustain. 

Mr. CHINDBLO~f. I know what you are trying to reach, 
but I am wondering whether your language is not broad enough 
to cover even the old-line companies. · 

Mr. DICKINSON of Iowa. This bas been gone over by all 
of these companies and they have an organization and they 
have been here and have approved of this form. They say 
this is the form that the Treasury will let them out on. Now, 
you gentlemen are all willing to let them out and you are not 
willing to let any other companies out because they have an 
entirely different method of doing business. 

Mr. CHINDBLOM. I am perfectly willing to let them out, 
but I do not want to do more than that. 

l\fr. GARNER of Texas. That is the main thing-not to 
let anybody else out when you let them out. It seems to me 
this might open the door for others to be let out. 

l\fr. GREEN of Iowa. I do not think there is any real 
objection to substituting for the word "amounts" the words 
"assessments, dues. and fees." 

Mr. CHINDBLOM. That would improve it. 
l\lr. GREEN of Iowa. That would make it, beyond all 

question, so it cou1<1 not ap11ly to the others. 
l\Ir. DICKINSON of Iowa. I would rather not make that 

substitution becau e I know they haYe some objection to it. 
Mr. GREEN of Iowa. Mr. Chairman, I did not think we 

were going to get into any· conflict over this matter and inas­
much as we have, I move the committee do now rise. 

The motion was agreed to. . 
Accordingly the committee rose; and the Speaker having re­

sumed the chair, l\fr. GRAHAM of Illinois, Chairman of the Com­
mittee of the Whole House on the state of the Union, reported 
that that committee had had under consideration the bill (H. R. 
6715) to reduce and equalize taxation, to provide reYenue, and 
for other purpo es, and had come to no resolution thereon. 

MEMORHL SERVICES FOR THE LATE PRESIDENT HARDING, 

Mr. LONGWORTH. Mr. Speaker, I ask unanimous consent. 
on behalf of the gentl~ru:m from Ohio f 1'1r. BURTON], that tllere 
may be printed in the RECORD the program of arrangements for 
the memorial serYices for the late President Harding. 

The SPEAKER. The gentleman from Ohio asks unanimous 
consent that there may be printed in the RECORD.. the program 
of the memorial services for the late President Harding. Is 
there objection? [After a pause.] The Chair hears none. · 

[For program, see Senate ·proceedings of to-day, page 2808.] 

HOUR OF MEETING TO-MORROW-ORDER OF BUSINESS. 

1\Ir. GREEN of Iowa. Mr. Speaker, let me ask the gentleman 
from Texas [Mr. GARNER] whether there would be any objec­
tion to meeting at 11 o'clock to-morrow morning. 

Mr. GARNER of 'Iexas. There seems to be some opposition 
to it over here. Let me ask the gentleman from Ohio and the 
geutleman from Iowa now, if I may, about another matter. Of 
cour e, every Member of this House wants to be here when this 
bill is finally voted on in the House. What is the prospect of a 
vote in tile House? I was talking to one or two Republicans 
this afternoon, and they suggested that under no conditions 
could we have a vote earlier than next week, upon the theory 
that many gentlemen had gone away with the understanding 
we would not pass this bill prior to Monday or Tuesday. 
What is the idea of the majority leader and the chairman of 
the Ways and Means Committee? 

Mr. GREEN of Iowa. I think we can certainly finish the 
reading of the bill this week, but it might be possible that we 
would not be able to get to a vote until next l\Ionday. 

Mr. GARNER of Texas. We have appropriation bills that 
could be considered. Suppose we have an agreement then that 
we will not take this bill up in the House for :final passage 
prior to Tuesday of next week? 

Mr. GREEN of Iowa. Mr. Speaker, for certain reasons, I 
will ask unanimous consent that when the House adjourns 
to-day it adjourn to meet to-morrow morning at 11 o'clock. 

The SPEAKER. The gentleman from Iowa asks unanimous 
consent that when the House adjourns to-day it adjourn to 
meet at 11 o'clock to-morrow. Is there objection? [After a 
pause.] The Chair bears none. 

ADJOURNMENT. 

Mr. GR EN of Iowa. l\!r. Speaker, I move that the House 
do now ad n. 

The motion was agreed to; accordingly (at 5 o'clock and 
50 minutes p. m.) the House adjourned until .to-murrow, 
Thursday, February 21, 1924, at 11 o'clock a. m. 

EXECUTIVE COMMUNh3ATIONS, ETC. 

Under clause 2 of Rule XXIV, executive communications 
were taken from the Speaker's table and referred as follows: 

371. A letter from the Secretary of War, transmitting a draft 
of proposed legislation, "On and after July 1, 1925, when in 
the opinion of the Secretary of War the change of station of 
.an officer of the Corps of Engineers is primarily in the interest 
of river and harbor improyement, the rriilea~e and other anow­
ances to which be may be entitled incident to such change of 
station may be paid from appropriations for such improve­
ment"; to the Committee 0 :1 Military Affair '."". 

372. A letter from the chairman of the Interstate Commerce 
Commission, transmitt~n~ a report for the month of January, 
1924, showing the condition of railroad equipment and the re­
lated information indicated in the resolution in so far as such 
information is available; to the Committee on Interstate and 
Foreign Commerce. 

REPORTS OF C01\Il\1ITTEES ON PUBLIC BILLS AND 
RESOLUTIONS. 

Under clause 2 of Rule XIII, 
Mi'. WINSLOW: Committee on Interstate and Foreign Com­

merce. H. R. 7034. A bill to establish in the Bureau of For­
eign and Domestic Commerce of the Department of Commerce 
a foreign commerce service of the United States, and for other 
purposes; with amendments (Rcpt. No. 214). Referred to the 
Committee of the WhoJ ~ House on the state of the Union. 

:Mr. WINSLOW : Committee on Interstate and Foreign Com­
merce. H. R. 6817. A bill to proYide for the construction of a 
vessel for the Coast Guard; without amendment (Rept. No. 
215). Referrell to the CoUJ.mittee of the Whole House on the 
state of the Union. 

l\lr. FAIRFIELD: Committee on Insular Affairs. H. R. 
6143. A bill to purchase grounds, erect and repair buildings 
for customhouses, offices, [.Illl warehcuses in Porto Rico; with­
out amendment (Rept. No. 216). Referred to the Committee 
of the Whole House on the state of the Union. 

Mr. WURZBACH: Committee on Military Affairs. H. R. 
593. A bill authorizing the issuance of service medals to offi­
cers and en1isted men of the two brigades of Texas cavalry 
organized under authority from the War Department under 
date of December 8, 1917, and making an appropriation there­
for; and further authorizing the wearing by such officers and 
enlisted men on occasions of ceremony of the uniform law­
fully prescribed to be worn by them during their service ; with 
amendments (Rept. No. 217). Referred to the Committee of 
the WhoJe House on the state of the Union. 

Mr. KIESS : Committee on Printing. H. R. 7039. A bill to 
amend section 72 of chapter 23, printing act, approved January 
12, 1895; without amendment (Rept. No. 218). Referred to the 
House Calendar. 

CHANGE OF REFERENCE. 
Under clause 2 of Rule L"{Il, the Committee on Interstate 

and Foreign Commerce was discharged from the consideration 
of the bill (H. R. 4438) to amend section 300 of the war risk 
insurance act, and the same was referred to the Committee on 
World War Veterans' Legislation. 

Mr. GREEN of Iowa. I would not want to agree to that PUBLIC BILLS, RESOLUTIONS, AND MEl\IORIALS. 
if we could just as well dispo e of it Monday. Under clause 3 of Rule XXII, bills, resolutions, and memorials 

Mr. GARNER of Texas. Very well; we will say Monday, were introduced and severally referred as follows: 
then. By Mr. NEWTON of Minnesota: A bill (H. R. 7143) grant-. 

Mr. GREEN of Iowa. Will the gentleman from Texas give ing the consent of Congress to the city of Minneapolis, a munici- -
me overnight to think about that? pal corporation, organized under the laws of the State of l\Iin-

1.\IT· GARNER of Texas. Certainly. That is just the point. I nesota, to construct a bridge across the Mississippi River in the 
I simply want to accommodate the Members who are away, as I city of Minneapolis, in the State of Minnesota; to the Commit­
well as those who might want to go away that are here now. tee on Interstate and Foreign Commerce. 
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By ~fr. WILLIAMS 'of Michigan: A bill (H. R. 7144f fo re~ 
linquish to the city of Battle Creek, l\!ich., all right, title, an-cl 
interest of the United States in two unsurveyed islands in the 
Kalamazoo River, within the corporate limits of said city; to 
the Committee on the Public Lands. 

By 1\Ir~ ABERNETHY: A bill (H. R. 7145) granting the 
Fort Macon ( N. C.) Military Reserv.a.tion to the State of 
~forth Carolina; to the Committee on Military Affairs. 

By l\fr. KAHN: A bill (H. R. 7146) to amend section 9 
of an act entitled "An act to define, regulate,..,iiild punish 
trading with the enemy, and for other purpos~ approved 
October 6, 1917, as amended; to the Committee on Interstate 
and Foreign Commeree. 

By l\1r. BOYLAN: A bill (H. R. 7147) to pro.hibit the col­
lection of a surcharge for the transportation of persons or 
baggage in connection with the payment for parlor or sleeping 
car accommodations; to the Committee on Interstate and 
Foreign Commerce. 

By l\Ir. COLTON: A bill (H. R. 7148) providing for the 
location, entry, and patenting of lands within the former Un­
compahgre Indian Reservation, in the State of Utah, containing 
gil onite or other like substances, and for other purposes; to 
the Committee on the Public Lands. 

By Mr. MORTON D. HULL: A bill (H. R. 7149) to provide 
for the admission to the mails as second-class matter of perio-d­
ical publications issued by regularly incorporated religious 
associations ; to the Committee on the Post Office and Post 
Roads. 

Also, a bill (H. R. 7150) to provide for the admission to 
the mails as second-class matter of periodical publications 
issued by regularl'y incorporated religious associations; to the 
Committee on the Post Office and Post Roads. 

By Mr. KNUTSON: A bill (H. R. 7151) to promote and 
pre erve the navigability of Cass Lake in the State of Minne­
sota ; to the Committee on Agriculture. 

Also, a bill ( H. R. 7152) to provide for the payment pf 
claims of Chippewa Indians of Minnesota for back annuities ; 
t0 the Oommittee on Indian Affairs. 

By Mr. WELLER: A bill (H. R. 7153) to amend the Penal 
Oode; to the Committee on the Judiciary. 

By Mr. TINKHAM: A bill (H. R. 7154) to reimburse the 
mmonwealth of l\Iassachusetts for expenses incurred in com­

pliance with the requ~st o.f the United States marshal, dated 
December 6, 1917, to the Governor of l\lassachusetts in fur­
nishing the State military forces for duty on and around Boston 
Harbor under regulation 13 of the President's proclamation; 
to- the Committee on the Judiciary. 

Also, a bill (H. R. 7155) to reimburse the Commonwealth of 
l\lassaehusetts for expenses incurr.ed in protecting bridges -0n 
main railroad lines and under direction of the commanding 
general Eastern Department, United States Army, and the ' 
commandant navy yar~ Charlestown, Mass.; to the Committee 
on Claims. 

By Mr. CA.NNON: A bill (H. R. 7156) providing for the pur­
chase of a site and the erection of a public building .at Van­
dalia, 1\10. ; to the Committee on Public Buildings and Grounds. 

By Mr. PORTER: Joint resotution (H. J. Res. 195) ~uthor­
izing an appropriation for the participation of the United 
States in two international conferences for the control of the 
traffic in habit-forming narcotic drugs; to the Committee on 
Foreign Affairs. 

By 1\.-fr. CRAl\lTON: Resolution (H. Res. 184) to pay snlary 
and funeral expenses of William El. Gardiner, late an employee 
in the folding room of the Honse of Rel)resentatives; to the 
Committee on Accounts. 

By Mr. JOHNSON of Washington: Ilesolution (H. Res. 185) 
to provide for additional copies of hearings on " RestJ.·iction 
of immigration "; to the Committee on Printing. 

PIUV A'l'E BILLS ~"TI RESOLUTIONS. 

Under clansc 1 of Rule XXlI, Drivate bills and resolutions 
were introdUced and se\erally referred as follows: 

Dy Mr. BLOO~f: A bill (H. R. 7157) for the relief of Clarence 
F. Birkett; to the Committee on Claims. 

By l\fr. BOYLAN: A hill (H. R. 7158) for the relief of Charles 
1!'. Brown ; to t11e Committee on Claims. 

By l\Ir. lf:LLIOTT: A bill (H. R. 7159) granting a pension to 
l\Iargaret A. Pool ; to the Committee on In-valid Pensions.. 

By 1\fr. FULMER: A bill (H. R. 7100) for the relief of J. S. 
C rbett ; to the Committee on laims. 

By Mr. GLATF1CL'l'l!~R~ A bill (H. R. 7161) granting :m in­
crea~e of pension to Harriet Gardner; to the Committee on. In­
valid l:'ensi us. 

.Also, a bill (H. R. 71o2) granting an increa. e of pension to 
Adacinda Kurtz ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 7163) granting an increase of pension to 
l\Iary J. Fishel; to the Committee on Invalid Pensions. 

By Mr. HOCH: A bill (H. R. 7164) granting an increase of 
pension to Charlotte A. Daily; to the Committee on Invalid 
Pensions. 

By l\1r. HUDSPETH: A bill (H. R. 7165) granting a pension 
to Matilda Guest ; to the Committee on Pensions. 

Also, a bill ( H. R. 7166) · granting a pension to J. H. Thomp­
son ; to the Committee on Pensions. 

By Mr. LINEBERGER: A bill (H. R. 7167) for the relief of 
George A. Berry; to the Committee on Na\al Affairs. 

By Mr MAGEE of New York: A bill (H. R. 7168) grant­
ing a pension to Louise :Martz; to the Oommittee on Invalid 
Pensions. 

By Mr. 1\IINAHAN: A bill (H. R. 7169) granting a pension 
to Jam es Walsh ; to the Committee on Pensions. 

By Mr. PURNELL: A bill (H. R. 7170) granting a pension 
to Clarie Herley; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 7171) granting a pension to Irvin El 
Browning ; to the Committee on Invalid Pensions. 

By l\fr. ROBINSON of Iowa: A bill ( H. R. 7172) granting a 
pension to Joseph J. Nedd; to the Committee on Pensions. 

By l\1r. SEARS of Florida: A bill (H. R. 7173) for the relief 
of J. N. Lummus and C. L. Huddleston; to the Committee on 
Claims. 

By l\fr. SNELL: A bill (H. R. 7174) granting an increase of 
pension to Lu.cy A. Cooley; to the Committee on Invalid 
Pensions. 

By Mr. TREADWAY: A bill (H. R. 7175) granting a pen­
sion to Rosa C. Allen; to the Committee on Invalid Pension . 

By l\fr. WILSON of llli sissippi: A bill (H. R. 7176) for the 
relief of Charles N. Robin on; to the Committee on Claims. 

By l\fr. WINGO: A bill (H. R. 7177) granting a pension to 
Mary J. Walston; to the Committee on Invalid Pensions. 

PETITIONS, ETC. 
Under clause 1 of Rule XXII, petitions and papers were laid 

on the Clerk's desk and referred as follows : 
1217. By the SPEAKER (by request) : Petition of National 

Woman's Party, favoring the equal rights amendment to the 
Constitution ; to the Committee on the Judiciary. 

1218. Also (by request), petition of Bay Ridge Council, A. A. 
R. I. R., approving the Robinson resolution and urging tbat 
every step be taken to detect anyone who may haye participated 
in the big oil swindle; to the Committee on the Public Lands. 

1219. Also (by request), petition of Waverly Council, No. 138, 
Junior Order United American Mechanics (Inc.), urging the 
enactment into law of the Johnson immigration bill; to the 
Committee on Immigration and Naturalization. 

1220. Also (by request), petition of the Pennsylvania State 
Camp, Patriotic Order Sons of America, favoring the 3 per 
cent immigration restriction quota b.ill; to the Committee on 
Immigration and Naturalization. 

1221. Also (by request), petition of 38 residents of Long 
Island, N. Y., favoring an incr~ase of compensation being 
granted to postal employees; to the Committee on the Post 
Office mid Post Roads. 
~2. By Mr. ALDRICH: Petition of Loggia Rlunite del 

North End, No. 908, Order Sons of Italy, Providence, R. L, 
prote. ting against the pas age of the Johnson immigration bin; 
to the Committee on Immigration and Naturalization. 

129....3. By 1\.1r. BARBOUR: Petition of the Dos Palos (Calif.)' 
National Farm Loan Association, relative to certain changes 
in the Federal Farm Loan Board; to the Committee on Bank­
ing and Currency. 

1224. Also, petition of the Memorial Baptist Church, of 
Fresno, Calif., urging the passage of the Kelly bill (H. R. 4123) 
in the interest of postal employees; to the Committee on the 
Post Office and Post Roads. 

1225. By Mr. BURTNESS: Petition of residents of l\:Iayville, 
N. Dak., in favor of establishing free shooting grounds and 
game refuge ; to the Committee on Agriculture. 

1226. By l\fr. CULLEN: Petition of 'New York State Teach­
ers' Association for Social Studies, favoring an appropriation 
for the preservation of the castle at Fort Niagara ; to the Com­
mittee on Appropriations. 

1227. By Mr. FULLER: Petition of G. D. Brush and 32 
other citizens of Kingston and De Kalb County, Ill., favoring 
repeal or reduction of the so--called nuisance taxes, and espe­
cially of the tnx on industrial lcohol; to the Committee on 
W ys and Means. 

• 
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1228. lly l\Ir. G.ALLIV AN: Petition of 1\1. Matuson, Roxbury, 

l\Iass., recommending early and favorable action on the Kelly­
Stephens bill, which requires that all package merchandise .or 
patent medicines shall be sold at n-0t less than the stated pr.ice 
on the package; to the Committee on Interstate and Foreign 
Commerce. 

1229 . .Also, petition of Washington Central Labor Union, 
Washington, D. C., recommending early and favorable con­
sideration of the Fitzgerald-Jones workmen's accident compen­
sation bill ; to the Committee on the District of Columbia. 

1230 . .Also, petition of New Century Club, Boston, Mass., pro­
testing against J olmson immigration bill ; to the Committee on 
Immigration and Naturalization. 

1231. By 1\lr. HUDSON: Petition of the Detroit Conference 
of the Methodist Episcopal Church, opposing the weakening 
of the Volstead .Act by any nullifying scheme of so-called light 
wines and beer; to the Committee on the Judiciary. 

1232. By Mr. KING; Petition of .Alfred Curtis Cady, of Ke­
wanee, Ill., asking to have public debt paid rather than more 
money loaned to foreign countries; to the Committee on Ways 
and Means. 

1233 . .Also, petition of the auxiliary of Shearer Post, No. 
350, of Geneseo, Ill., .American Legion, declaring themselves 
unequivocally in favor of the adjusted compensation bill; to 
the Committee on Ways and Means. 

1234. By l\lr. LEA VITT: Petition of the Glendive (Mont) 
Chamber of Commerce, urging that the Sixty-eighth Congress 
pass no legislation touching the present railroad situation, and 
especially disapproving of any attempt to modify any existing 
provisions of the transportation act of 1920, which it is felt 
has not been in effect a sufficient length of time to give it a fair 
trial ; to the Committee on Interstate and Foreign Commerce. 

1235 . .Also, petition of I. M. Hobensack, of Lewistown, Mont., 
outlining the problems of tlle wheat farmer in Montana and 
other States of the Northwest; to the Committee on .Agricul­
ture. 

1236. By Mr. O'CONNELL of Rhode Island : Petition of 
members of the Loggia Riunite del North End, No. 908, Order 
Sons of lt'aly, Providence, R. I., opposing the John on immi­
gration bill; to the Committee on Immigra.ition and Naturaliza­
tion. 

1237. lly Mr. ROUSE: Petition of citizens of Covington, Ky., 
requiring that all strictly military supplies be manufactured in 
the Government-owned navy yards and arsenals; to the Com­
mitt;ee on Naval .Affairs. 

1238. By Mr. STRONG of Pennsylvania : Petition of citizens 
of Jefferson County, Pa., urging the removal or reduction of 
nuisance and war taxes; to the Committee on Ways and Means. 

SENATE. 
THURSDAY, February 21, 1924. 

(Legiswti'1:e day of Saturda.y, February 16, 1924.) 

The Senate met at 12 o'clock meridian, on the expiration of 
the rece s. 

MESSA.GE FROM THE HOUSE. 

A message from the House of Representatives, by Mr. Chaf­
fee, one of its cle1·ks, announced that the House had passed 
the bill {S. 2189) to authorize the building of a bridge across 
the Poodee River in North Carolina, between .Anson and Rich­
mond Counties. near the town of Pee Dee, with amendments, 
in which it requested the concurrence of the Senate. 

INTERIOR DEPARTl.fENT .APPROPRIATIONS. 

The Senate, as in Committee of the Whole, resumed the con­
sideration of the bill (H. R. 5078) making appropriations for 
the Department of the Interior for the fiscal year ending June 
80, 1925, and for other purposes. 

Mr. SMOOT. Mr. President, I suggest the absence of a 
quorum. 

The PRESIDENT pro tempore. The Secretary will call the 
roll. 

The principal legislative clerk called the roll, and the follow­
ing Senators answered to their names: 
Adams Capper Edwards 
Ashmst Caraway Ernst 
Ball Colt Ferris 
Raya rd Copeland Fess 
Rorah Couzens l!'Ietcber 
Brandegee Cummins Frazier 
Brookhart Cw·tis George 
Brous. ard Dale Gerry 
Bruce Dial Hla.<1s 
Bursum Dill Gooding 
Cnmeron Edge Hale 

Harris 
Harrison 
Heflin 
Howell 
.Tobnsop., Minn. 
.Toni's, N. Mex. 
Jones, Wash. 
Krndrick 
Kin it 
Ludd 
La F 0ll0tte 

Lenroot Norris Sheppard 
Lodge Oddie Shipstead 
McKinley Overman Shortridge 
McLean Pepper Simmons 
McNary Phipps Smith 
Mayfield Pittman Smoot 
Moses Ransdell Spencer 
Neely Reed, Pa. .Stanley 
Norbeck Robinson Stephens 

Swanson 
Trammell 
Wadsworth 
Walsh, Mass. 
Warren 
Weller 
Wheeler 
Willis 

The PRESIDENT pro tempore. Seventy-nine Senators have 
answered to their names. There is a quorum present. 

HOWARD UNIVERSITY. 

l\Ir. CURTIS. Mr. President, unless the chairman of the 
subcommittee in charge of the bill desires to submit some 
remarks, I would like to -Occupy about two minutes on the 
question of the rule. 

Mr. SMOOT. Mr. President, I understand that the Presid· 
ing Officer does not particularly care to rule upon the point 
of order made by the Senator from North Carolina [l\1r. OVER­
MAN], but intends to submit it to the Senate for the Senate 
to vote upon it. 

I recognize that there is a grave doubt about the rule. In 
fact, I might as well say now that I think the rule ought to be 
amended so that there will be no question about what it 
means; but that can not be done at this time. 

Therefore, if there is no objection on the part of the Senator 
from North Carolina, I will ask that no ruling be made at this 
time, and that the bill go back to the committee with the under­
standing that I shall immediately report the bill back with 
that item omitted. Then, when we reach the con ideration of 
the bill, after the committee amendments are disposed of, some 
member of the committee will report that amendment as com­
ing from the committee, and we ean get a direct vote upon it 
and thus not have a ruling or a vote of the Senate as to what 
the rule means. 

Mr. ROBINSON. The point of order could be raised on 
the amendment when it is presented by a member of the eom­
mittee? 

l\Ir. SMOOT. No; I do not think so. I think that is quite 
clear, as it does not involve the question of new legislation. 

Mr. MOSES. Does the Senator mean that when the amend­
ment comes in in that way we will get a direct vote on the 
merits of the question? 
• l\fr. SMOOT. Yes; on the merits of the question. 

Mr. LENROOT. l\Ir. President, I suggest to the Senator 
from Utah that he will raise a new parliamentary question 
if that is done, and that is whether the rule can be avoide<l by 
the committee not reporting an amendment when it reports the 
bill, but afterwards reporting an amendment which it wauld 
be prohibited from reporting -Originally. 

l\Ir. ROBINSON. That is the suggestion I rose to make. 
Mr. SMOOT. We will discuss that question when we reach 

it. I think there is no doubt that under the rule it can be done, 
and tl1e question might as well be settled at the a.me time when 
we are ettling the question now before the Senate. I think it 
is of the utmost importance that the course I have proposed 
should be followed. 

Mr. CURTIS. Mr. President, I did not intend to say any­
thing with reference to the amendment, but I think one remark 
of the Senator from Utah makes it necessary for me to say a 
word or two on t'he ruJe. 

The amendment to the rule in question was reported by me 
from the Committee on Rules, and I think it is as clear a.s day. 
When all appropriation bills were ordered sent to the Committee 
on Appropriations the rule was adopted with the view of pre­
venting any kind of legislation, new or general, being reported 
by tbe committee as an amendment to an appropriation hilL 
The matter was fully discussed upon the floor, the provision 
was fully explained,- and the reasons for incorporating it in the 
rule were given to the Senate at the time the amended rule was 
adopted. 

There is no question that the rule means that no legislation, 
new or general, can be reported as an amendment to an appro­
priation bill by the Committee on .Appropriations. I say this 
notwithstanding that I am for the amendment to the appropria­
tion bill; but I would have to vote that the amendment is ou~ 
of order because of the rule, which was so carefully considered 
by the entire membership of the Committee -0n Rules, reported 
back to the Senate. and discussed on the floor ve1·y fully, and 
every Senator who heard the discussion knew just what the. 
rule meant. · 

~Ir. l\lOSES. Let me ask the Senator a question. He is a 
great parliamentari.an--

1\fr. C'UR'l'IS. No; I am not a great parliamentarian, hut I 
know wlrnt n thing means whE>n I report it. 
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